





Courtesy Italian Lines 


They hope to go some day— 


but your cruise starts next month! 


Hope, truly is a wonderful thing, some- 
times producing near-miracles, 


Hope, however, never enabled anyone 
to go on a world cruise, unless they first 
bought a ticket, a large unit of pur- 
chase requiring surplus money. 


The number of people in America with 
surplus money is exceedingly limited— 
and well scattered. 


But one Magazine, The Magazine of 
Wall Street, has almost 50,000 sub- 


scribers in the top income group, every- 


one of whom has surplus money 
throughout the year. 


If you’re selling cruises, cars, cognac, 
or any other quality product — your 
advertising is doubly effective here. 
You not only have no waste circulation 
—but every reader is reached in an 
investing and buying mood. 


Let us tell you more about this Maga- 
zine that does a major job with a minor 
part of your appropriation. 
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Vigilance in 1938 


THE year just beginning will be one 
that will demand much vigilance and 
care from those who wish to profit 
by their investments. It will be a 
period when close attention to 
changing trends in industry will be 
necessary — when national affairs 
must be carefully studied and _in- 
terpreted. 

One can no longer regard politics 
in one category and business and in- 
vestment in another. What the 
President does, what legislation 
Congress debates, what rulings ema- 
nate from government agencies, are 
vital factors in markets, trade and 
industry. 

Currently one hears of the Ad- 
ministration’s desire for industrial 
improvement and at the same time, 
hears one of the New Deal’s latest 
spokesmen, Mr. Jackson, denounce 
big business as monopolistic and the 
cause of all our woes. One wonders 


how business will react to simulta- 
neous bludgeoning and encourage- 
ment? 

The answer will not be found by 
attempting to reconcile conflicting 
policies but by observing certain key 
indications. In other words, regard- 
less of speeches and press releases, 
the answer to business progress or 
retrogression will be found in the 
volume of new corporate financing, 
the expansion or contraction of com- 
mercial loans, the trend of commod- 
itv prices, particularly raw materials, 
and finally of course, in the index of 
industrial production or activity of 
business itself. These are the things 
to watch in coming months. 

A rise in any or all of them can 
be taken as an omen of collaboration 
between government and business— 
as an indication of the confidence 
of private business, and hence of 
further progress. 


The stock market can be expected 
to be an early reflector of significant 
changes at Washington, in the bank- 
ing centers, in the commodity mar- 
kets and in the thousands of indus- 
trial plants. It will be important 
therefore to gauge developments 
quickly and accurately if practical 
use is to be made of them. 

Accordingly as this year opens, 
we pledge ourselves anew to timely 
and thorough interpretation of 
events as they unfold, together with 
accurate reporting of facts and fig- 
ures. No pains will be spared to 
make the forthcoming features of 
1938 informative, practical and up 
to the minute. Both our own staff 
and the numerous outside authori- 
ties who will contribute to our pages, 
are impressed with the responsibili- 
ties of coming months and the op- 
portunity which intelligent effort 
can make them produce. 





* * * 
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Stocks Whose Industrial Position, Financial Position, and Earnings Prospect 
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NOUNDED IN 1919, the Radio Corpora- motion picture film. It has created countless on 
tion of America has completed 18 years _ radiodevicesindispensable to modern science, a 
of pioneering effort to develop and improve _ industry, medicine, telephony, and public lam 
the uses of radio. safety. It has created the basis for a system ry 
Starting ‘‘from scratch,’? RCA has created _ of electronic television, forecasting the day bal 
a world-wide communications system with when radio sight, added to sound, will per- anc 
direct circuits between the United Statesand form a useful public service. an 
42 foreign countries, and with ships at sea. It Today the Radio Corporation of America Aes 
has created a nation-wide broadcasting sys- is owned by nearly a quarter of a million Fed 
tem of endless cultural possibilities, now — stockholders in 48 states. No one person owns a 
rapidly expanding its services by short-wave — as muchas ¥% of 1% of its stock. Achievements tats 
toall the world. It has created essential instru- of the past 18 years area tribute to the Ameri- on | 
ments for the radio transmission and recep- can tradition of service in the public interest one 
tion of sound, of code messages, and of fac- _ through private initiative and ownership. re 
simile reproductions, and for the recording GH deans the “Mle Hees” every Genny, Y 
and reproduction of sound on records and on 20 3 P.M., E.S8.T., 2 NBC Blue Network. at 
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The Trend of Events 


DON'T EXPECT TOO MUCH OF CONGRESS... li 
would be foolish to minimize the gravity of the economic 
and political problem confronting this country today. 
After vast expenditure of public funds, a political pro- 
gram which promised to guide the American people to 
prosperity, security and stability has demonstrably and 
lamentably failed to achieve any of these objectives. At 
the start of this experiment the owners and managers 
of capital had faith in their Government. Today the 
bald fact is that they fear this Government’s intentions 
and distrust its methods. 

We stand in a kind of politico-economic No Man’s 
Land, uncertain whether the driving force in American 
destiny is to be private initiative or the hand of the 
Federal Government or some as yet unformulated com- 
promise between the two. We are hopeful that Congress, 
meeting in regular session, will call a halt on experimen- 
tation, that its legislation will be promptly concentrated 
on the objective of encouraging a privately-financed re- 
covery, that its actions and attitude will ease business 
and investment fear and restore sorely needed con- 
fidence. 

Yet the sad fact is that here, as throughout the 
world, the ineptitude, the bickering, the confusion and 
the paucity of real statesmanship in legislative bodies 
has proved to be the greatest weakness of Democracy 
and the greatest danger to the capitalist system. This is 
not the fault of the members of Congress. A system has 


simply evolved under which their jobs depend on getting 
the most possible public money for their localities and on 
satisfying the demands of this or that special pressure 
group. The work involved on purely local matters 
leaves scant time for studious consideration of national 
legislation. Congress does not have a national point 
of view. 

That is why the trend has been toward dominant 
executive leadership. That is why present hopes that 
Congress will reassert its independence and provide us 
with sane and effective government are doomed to dis- 
appointment—unless a majority of patriotic men in 
Senate and House, facing a national crisis, can rise above 
sectional politics. 


STEEL WILL NOT GO LOWER .... The operations of 
the steel industry are at only 231% per cent of capacity 
as this is written. Reports for the final week of 1937 
will undoubtedly show a still lower figure, and probably 
a level not much above the lowest reached in the indus- 
trial paralysis of 1932. The wise man will see promise, 
rather than threat, in these statistics. They can only 
mean that steel activity—reflecting the state of health 
of our durable goods industries—is scraping bottom and 
that important change from the existing level can only 
be upward. In the same way, to the canny, the banking 
holiday of 1933 meant that the worst had been seen, 
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that the time had come when it was dangerous to be 
pessimistic, safe to be optimistic. 

Our civilization and standard of living are constructed 
to a very important extent on a framework of steel. The 
present production of steel is far less than minimum 
needs. Therefore, with year-end inventory adjustments 
out of the way, this first month of the new year will 
find the breath of life creeping back into steel mills 
throughout the land. It probably will not be a fast 
recovery. It seldom is in steel. But the direction will 
be favorable. Steel will be moving forward with bottom 
put behind. 


TRADE WELL MAINTAINED .. . Pushing through the 
pre-Christmas crowds in the stores, anyone unfamiliar 
with the business statistics would have been incredulous 
upon being informed that the bottom had fallen out of 
industrial production in recent months and that stock 
and commodity markets were reflecting serious depres- 
sion. From current indications it appears likely that 
official reports on retail trade for the second half of 
December will show a dollar volume only slightly lower 
than a year ago. 

This brings home the significant fact that, in effect 
upon the incomes and spe..ding psychology of our people, 
the duration of a depression is more important than its 
statistical scope. The percentage decline in aggregate 
economic activity has been comparable to that in various 
lengthy depressions of the past, but it has come with 
unprecedented speed. It has not had time to deal a 
vital blow to national income and consumer purchasing 
power. Industry has striven to maintain employment 
and payrolls, hoping for an early turn for the better. 

It need hardly be said that continuation of industrial 
production at its existing low level would not long leave 
the average consumer’s income at its present fairly satis- 
factory level. All the more reason, then, why the leaders 
of government and business should strive in good faith 
to get the recovery ball rolling again, before irreparable 
damage is done. 


“BALANCED ABUNDANCE" MEANS SCARCITY... 
In philosophy and policy the New Deal has persistently 
leaned toward an economy of scarcity. The idea of 
controlling, which means limiting, production ran 
through the original A A A and the N R A. It was not 
a new idea and the Roosevelt Administration did not 
invent it. In every period of economic distress the 
illusion that excessive production—rather than inade- 
quate consumption—is the No. 1 Devil of the capitalistic 
system arises to plague us. 

Large numbers of our people have always feared 
invention and mechanical progress, failing to understand 
that any resultant labor displacement is temporary and 
that technological advance creates far more jobs than 
are destroyed by it. Introduced into a primitive frontier 
society, such wealth-producing — and therefore labor 
creating—inventions as the steam engine, the cotton gin 
and the saw mill met with widespread, and often violent, 


opposition. Destruction of these new machines by out- 
raged workers a hundred years ago was not an infrequent 
occurrence. Simple minds did not understand that 
increased production, by resulting in increased wealth 
would inevitably result also in an increased wage fund. 
Such deliberate sabotage of wealth-creating facilities 
seems pathetically absurd, as we look back upon it. But 
does the philosophy which underlay it differ basically 
from that which is the foundation of our planned 
economy of today? 

We are again embarked on limitation of farm produc- 
tion by Federal edict. While the original N R A is 
dead, its spirit lingers with us. We hear the Secretary 
of Agriculture preaching the cult of “balanced abun- 
dance” in terms that imply Government planning for 
both agriculture and industry. Government planning 
can only mean Government control, and Government 
control can only mean restriction and limitation. The 
same theme song is today being sung by Assistant 
Attorney General Jackson, who says: “The only way to 
insure a reasonably steady well-being for the nation as 
a whole is for government to act as an impartial over- 
seer of our industrial progress.” 

Assuming a part of the former foreign market is perma- 
nently lost, a plausible case possibly can be made out 
for limiting farm production. After all, the production 
of food does not add to the nation’s permanent fund of 
durable wealth. On the other hand, any people’s civiliza- 
tion and standard of living are largely determined by in- 
dustry’s output of durable goods. We have never had too 
much of such wealth. Under Government control we 
would very likely have too little of it, rather than too 
much. Government has no creative genius. Govern- 
ment, as we know it, can not legislate us either into Mr. 
Roosevelt’s “more abundant life’ or Mr. Wallace’s 
“balanced abundance.” Only a greatly enlarged indus- 
trial production can do that job. 


THE 1938 CROP OUTLOOK... Farmers at the moment 
are having a taste of the legislative uncertainty which so 
often has kept manufacturers and merchants on the 
uneasy seat. The new agricultural legislation favored by 
the Administration has yet to take final form, as radical 
differences in the measures adopted by the Senate and 
the House at the recent special session of Congress await 
some kind of an agreement in conference. It is possible, 
but by no means certain, that a bill will be passed early in 
the regular session. Meanwhile, farmers will find it 
difficult to make plans for 1938 planting. 

There are some strictly economic factors, however, 
which should tend to reduce plantings. Prices in most 
instances—notably as to cotton and wheat—are sharply 
lower than they were last spring. This will almost cer- 
tainly reduce acreage to some extent, and likewise dis- 
courage intensive cultivation. Whatever the control 
legislation, the weather will continue to have the biggest 
influence on output. Weather conditions as favorable 
as in 1937 would mean plenty of farm produce at reason- 
able prices. 

Monday, December 27, 1937. 
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Cis J Seo JL! 


BY CHARLES BENEDICT 


THE UNITED STATES BECOMES A KNOWN QUANTITY 


Waar of the Rome-Berlin-Tokio axis now? Strong 
as this alliance seemed only a few weeks ago, the sink- 
ing of the U.S.S. Panay has injected a new element into 
the situation which can greatly affect the position of 
this tri-party agreement. While the incident may be 
closed at the moment, the menace of the United States’ 
power will continue to haunt the dreams of these 
aggressor countries. 

The alliance between the three great fascist powers 
was aimed definitely at England, France and Russia, 
and I do not believe that any possibility of hostilities 
between the United States and Japan was taken into 
consideration. Such a rupture would have the greatest 
repercussions on Italy and Germany, and would defi- 
nitely ruin Japan economically—thus abruptly ending 
her dreams of conquest. 

In the first place, our Navy and air force could block- 
ade the Japanese coast and disrupt her shipping, thus 
cutting off the vital raw material supply and the revenue 
from exports so necessary 
for the conduct of her war 
of aggression. Secondly, it 
would hinder the movement 
of troops and supplies to the 
army in China, which would 
inevitably bring a disastrous 
conclusion to her Chinese 
campaign, as Japan would be 
obliged to employ her Navy 
in defending her own shores, 
leaving her troops in a vul- 
nerable position on hostile 
soil. Thirdly, it would sure- 
ly cause Japan to lose Man- 
chukuo as under such cir- 
cumstances, Russia would 
be bound to swoop down 
through Northern China, at- 
tack the newly formed State 
and with her airplanes and 
Navy bombard Japan itself. 
Already Russia is concen- 
trating her forces and 
strengthening her airplane 
bases around Vladivostok 
and Harbin. 


Such an 
naval airplane 


‘ Wide World Photo 
economic and 


blockade 
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The mighty dreadnaught U.S.S. Pennsylvania, flagship of 
the fleet, plows toward Hawaii during recent maneuvres. 


would serve the cause of the English with billions 
invested in the Orient, the Dutch with their valuable 
possessions in the East Indies, and the French in rich 
Indo-China. Therefore, the United States would, in 
addition to the Philippines and the Hawaiian Islands, 
have access to sources of supplies and strategic naval 
and airplane bases in the Japanese area. The Japs 
recognize this. 

Nor could Japan hope for the support of her allies. 
There is no possibility that Germany or Italy would rush 
to the assistance of the Mikado. A German drive into 
Russia could meet only with defeat because the Soviets 
took the precautions to build no adequate railroads and 
their highways are in a terrible state. There would be 
no food supplies available to an invading army. Nor 
could they count on successful airplane warfare. The 
flying distances from Germany to Russia are very great. 

If the United States were conducting operations in the 
Orient, England and France would be in a position to 
better their situation in the 
Mediterranean and the 
North Sea, thereby giving 
Hitler and Mussolini some- 
thing to worry about. They 
had counted on Japan to dis- 


— 


able England in the Far 
East. In fact there is evi- 


dence that Japan was pre- 
paring to strike directly at 
Great Britain. Just prior to 
the Panay incident the 
Japanese were concentrating 
their fleets right off Hong- 
kong. 

Whether Japan takes any 
action now, will depend up- 
on how strongly she thinks 
President Roosevelt will ad- 
here to neutrality — or 
whether she feels that he 
will prefer to devote him- 
self to the social economic 
reform in the United 
States. 

Japan has, however, re- 
ceived a setback in her pres- 
tige in the Panay incident 

(Please turn to page 398) 
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The Stock Market for the Next Fortnight 


BY ALT. 


A CERTAIN touchy official at Washington remarked 
recently that the scope of the business slump “depends 
on what newspaper you read.” We can smile at this 
unintentional bit of humor, since the business indexes 
published in both Democratic and Republican journals 
tell approximately the same story. On the other hand, 
as we begin this market analysis, we think it very im- 
portant to stress the fact that what you see stock prices 
doing today does very definitely de- 
pend on what price index you look at. 

As measured by the Dow-Jones in- 
dustrial index, as well as by other 
indexes which are made up of a 
limited number of higher grade stocks, 
the market has been able to show a 
moderate, but encouraging, net ad- 
vance over the past fortnight. More- 
over, these indexes show a price level 
comfortably above the low of Novem- 
ber. In fact, at this writing, the Dow- 
Jones industrial index stands. some 15 
points above the year’s low. 

Contrasting with this, our index of 
330 stocks declined to a new bear 
market low during the period under 
review, as will be observed on the 
chart on the opposite page. The explanation for this 
disparity, of course, is very simple. Only a minority of 
leader-type industrial equities have had an advance over 
the past month. Indeed, of the thirty industrials which 
make up the Dow-Jones index, more than half have done 
little or nothing over the past fortnight and a dozen or so 
have been mainly responsible for such advance as the in- 
dex shows. And in every trading session over this period 
from 20 to 40 stocks have sagged to new lows. The 
majority of these, but by no means all, may be con- 
sidered secondary stocks in point of speculative or in- 
vestment interest, or- with respect to the importance 
of the companies represented. 

In our group indexes, new lows have been made re- 
cently by the amusement stocks, the motors and motor 
accessories, the baking stocks, business equipments, tin 
containers, dairy products, department stores, drug and 
toilet articles, finance companies, food brands, food 
stores, furniture and floor coverings, liquors, investment 
trusts, meat packing, radio, sugar, tires, and variety 
stores. 

We must frankly admit that we are disappointed by 
this performance. Last July and early August, our 
composite index recovered approximately 40 per cent of 
the ground lost in the March-June phase of the decline. 
This was a much smaller intermediate rally than that 
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experienced by the volatile Dow-Jones index. Its slug- 
gishness reflected a lack of breadth in the rally and 
this proved to have been an accurate danger signal. 
Now we have an even more glaring failure of the rank 
and file of stocks to pay any attention to the rallying 
tendency in the Dow-Jones index. 

On the favorable side, however, we can take some 
comfort in the fact that in more than two months the 
October low in our index has been ex- 
tended by only approximately 2 points. 
which certainly shows a market far less 
vulnerable than in any similar period of 
decline since last March. 

In most bear markets of the past. 
a decline as violent as that of August- 
November would have been followed 
fairly promptly by an_ intermediate 
rally —by a better performance, in 
short, than we have seen over the 
interval since the margin clean-out in 
the 7,000,000-share session of October 
19. Following that climatic liquida- 
tion, the market rallied to approxi- 
mately 138 in the Dow-Jones industrial 
average on October 29. The best level 
reached in November fell short of this 
by 5 points, halting at 133. During the first half of 
December, the rally top was 129.80. The latter figure 
was bettered by only a fraction on the most recent up- 
turn. This leaves it up to the last week of 1937 either 
to lift the industrial index comfortably through the 
former best levels of the month or to ignore the strongest 
of all seasonal precedents. In forty years, the market 
failed only once to show a clear-cut advance in the final 
week of the year. In the majority of instances the state 
of speculative hope in this week gave a clue to January 
expectations. 

It is incumbent upon us to explore the possible reasons 
why the market has not yet come through with a rally 
of the proportions that most professional observers have 
been expecting. Several possible reasons occur to us. 
First, this is our first bear market under Federal re- 
strictions. It may be that the tendency of these curbs. 
especially that on “insider” speculation, is to alter former 
intermediate rally habits on the side of limitation. Yet 
this did not preclude a sizable intermediate rally in 
July and early August, although it must be conceded 
that speculative and business sentiment was much more 
hopeful then than now. 

Again, it is possible that too great unanimity of specu- 
lative opinion in outlining an apparently logical market 
pattern has tended thus far to “double cross” itself. 
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For the immediate future we think it prudent to defer 
speculative judgment until the market's position is tested 
by its response to the message which President Roose- 


velt will personally deliver 


What a majority expects of the market often does not 
happen or does not happen in the expected degree or 
does not happen at the expected time. Surprise in this 
instance might take the form of a rally smaller than the 
40 to 50 per cent retrace of the August-November de- 
cline widely predicted or it might simply take the form 
of deferred timing, giving us a normal rally sometime 
in coming weeks when many people have ceased to 
expect it. 

A third possible reason—and one to which we attach 
vreat weight—is the fact that speculative and investment 
hope at the present time is centered to a virtually un- 
precedented degree on developments in Congress early 
in January. It is the general belief that Congress will 
take action favorable to the cause of economic recovery, 
notably in tax revision; but since the Administration 
itself has given no convincing evidence of a pro-business 
turn in its thinking thus far, it is not surprising that 
many potential buyers of stocks have adopted a “show 
me” attitude toward Congress. The cautious inclination 
to await a definite and favorable turn of events quite 
probably has restrained the stock market. 

This analysis is going to press just a week before the 
President is scheduled to deliver an opening message to 
Congress in person. It has been forecast in Washington 





to Congress on January 3. 


dispatches that he will make it a “fighting” address, that 
he will reiterate demands for completion of the legisla- 
tive program previously formulated—including a wage- 
hour control bill—and that, in general, he will again seek 
to assert his leadership over the Democratic majority. 

We believe it the part of prudence to defer a short- 
range speculative opinion until the response of the mar- 
ket to this event can be appraised. If it should touch off 
another reaction, a favorable opportunity for trading 
commitments may be provided. We should like to see 
any such reaction halt, with shrinking volume, not lower 
than the 122 level in the Dow-Jones industrial average. 
Should that or any higher level be maintained after the 
President’s message is digested, we would anticipate a 
renewal of rallying tendences based on the probable Jan- 
uary rebound in business activity and on hope of revision 
of the undistributed earnings and capital gains taxes. 

It must be again emphasized that any speculative pur- 
chases should be confined exclusively to leader-type in- 
dustrials and only to such of these as have persistently 
held above their October 19 lows in the trading range 
fluctuations of the past two months. As need hardly be 
reiterated, in the existing setting we remain without a 
basis on which confident longer-range recommendations 
can be made either for speculation or investment. 
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As; WE begin a new year the first question in the mind 
of every business man and every investor is: Has the 
fastest depression in American history terminated or 
will the moderate improvement now visible in the busi- 
ness and financial statistics be washed out soon in a 
renewed tailspin of deflation? 

This much we can say with assurance: namely, that if 
further serious deflation occurs we will have had in- 
flicted upon us not only the fastest of depressions but 
also the most unnecessary. 

To the extent that the mistakes of business men and 
speculators contributed to this slump, the reasons for it 
have been removed. To the extent that the policies of 
the Government contributed to it, those causes are in 
process of at least partial removal. 

Look where you will, you cannot today find critical 
organic illness anywhere in this country’s economic and 
financial structure. You can see economic malnutrition, 
for which the remedies are fairly simple—but at no point 
is there the fatal impairment that comes from protracted 
excess. 

For a crazy boom the penalty of extended deflation 
would be self-ordained, but we have had no boom. Only 
during two months late in 1936 did per capita business 
activity rise above 95 per cent of the 1923-1925 average 
which we consider “normal.” Only in three months of 
1937 did a rising business trend carry above the 1923- 
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1925 average, and that by a very small margin. There 
was no saturation of markets. There was no over-expan- 
sion of construction or of industrial facilities. There 
was no swollen bubble of speculative credit created. 
There were no really serious disparities in commodity 
price relationships set up. True, we had a few months— 
but only a few months—of over-speculation in com- 
modities, but in point of vulnerability the resultant posi- 
tion was not remotely comparable to the 1919-1920 com- 
modity boom which produced the 1920-1921 deflation. 

Yet in the closing week of 1937 composite business 
activity had suffered a decline which in sixty years had 
been importantly exceeded only by one depression, that 
of 1929-1932. Although the figures are yet to be had, 
it may be estimated that the December low point in 
business volume will prove to have been approximately 
80 per cent of normal. Follow the business charts all 
the way back to 1854 and you will observe that every 
major depression was halted at approximately the 80 
per cent of normal level, with the exception of the record- 
breaking smash that began in 1929. In the latter de- 
pression it took two years of deflation to carry business 
activity down as much as it fell during the last five 
months of last year. 

The point of this history is that only once in three 
generations has there developed a combination of eco- 
nomic maladjustments, credit deflation and fear capable 
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of depressing business activity importantly below the 
level already reached in the present fast slump—and the 
background of that overwhelming combination was the 
greatest of all wars and the greatest of all credit-financed 
stock market booms. 

In the present domestic economic position it is utterly 
impossible to see any maladjustment or combination of 
maladjustments serious enough to justify further defla- 
tion. Therefore, if there is reason for an extension of 
the depression we must search for that reason beyond 
the domestic scene or beyond the economic scene. Did 
the catastrophe of the World War usher in a new order 
of things dooming us to a series of abnormally severe 
depressions? We doubt it, in view of the magnitude of 
the penalty already paid in the deflationary readjust- 
ments of 1929-1933 and in view of the fact that the basic 
trend of world affairs has persistently pointed—and con- 
tinues to point—in an inflationary direction. 

If we omit this possibility and if we can see no 
economic reason for further depression, that leaves only 
one field in which to search for the answer to the ques- 
tion whether 1938 will bring recovery or further defla- 
tion. That field is politics. The great majority of busi- 
ness men, investors and speculators believe that the 
Federal Government holds the answer in its hand. We 
need not debate the point. The mere fact that they 
believe so, and act accordingly, would be enough to make 
it so. In their view—and ours—the backbone of the 
New Deal recovery was provided by Government money 
borrowed from the banks. In their view—and ours— 
Government policies were largely, if not chiefly, re- 
sponsible for the commodity speculation and the over- 
fast raising of labor costs. In their view—and ours— 
Government actions, policies and attitudes kept private 
investment and _ private credit virtually stagnant 
throughout the “bought” recovery, so that when New 
Deal “reflation” was tapered off in the second half of 
1936 there was no effective substitute for it. 

Examined in the light of this background, we see three 
possible alternatives in the 1938 prospect: First, a re- 
vision of Government policies sufficiently thorough to 
re-create confidence and induce a privately-financed re- 
covery. Second, if such a recovery does not come or is 
too slow or too feeble to accord with political needs, a 
turn to radically inflationary measures. Third—and 
most likely—a compromise of political expediency in 
which the effort to activate private capital would be 
continued, but with the supplement of a renewal of 
“temporary” reflation in the form of heavier Federal 
spending for armaments and unemployment relief. 

We believe it probable that developments within the 
next two or three months will provide a key to 1938 
business and market trends. Within this period we will 
probably find out how far Congress goes in revising the 
undistributed earnings and capital gains taxes and how 
strong is its determination to call a halt on additional 
New Deal reforms, including the prospective Administra- 
tion drive against “monopoly.” This period should pro- 
vide fairly conclusive evidence whether bank credit de- 
flation has ended and whether it is to be followed by a 
net expansion of bank credit and by a renewal of new 
corporate financing and refunding. Within the first 
quarter also we should have evidence bearing upon the 
important question whether the deflation of commodity 
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prices, especially raw materials, has been completed. 

At the moment we have a situation in which industrial 
production and raw material prices have declined much 
more drastically than have consumer purchases and con- 
sumer buying power. At the moment also there is need 
for at least some replenishment of business inventories. 
For these reasons, together with strongly favorable sea- 
sonal precedent, it appears a safe assumption that we 
shall see some kind of a rebound in total business activity 
in January and February. 

It is improbable that either inventory needs or the 
status of consumer buying power will of themselves 
determine whether this business rally is to be converted 
into the beginnings of a sustained recovery. The clue 
to major turning points in the business cycle is to be 
found in important changes in the credit-financing pic- 
ture and related changes in the trend of heavy industry. 
These are primary factors which largely determine the 
trend both of commodity prices and of consumer pur- 
chasing power. The late and brief commodity boom was 
possible only because the durable goods industries by 
late 1936 had attained a level of activity creating an 
enlarged demand for raw materials. Should the durable 
goods industries remain at a low level, there can be no 
more than a moderate rally in raw materials. Should 
they remain at the present level consumer buying power 
will certainly decline. 





THE BUSINESS BALANCE SHEET 
Favorable Factors: 


Credit deflation appears to have halted. 
Low money rates; firm bond market. 
Firmer tone in raw material prices. 
Probable rail freight rate increase. 
Increase in farm income. 

More liberal F H A mortgage terms. 


More conservative leanings in Congress. 


Unfavorable Factors: 


Roosevelt’s continuing drive for “reforms.” 
Rising fears of war. 

Increased cost of living. 

Excessive labor costs in industry. 
Reduced payrolls and employment. 


Paucity of corporate financing. 


Major Uncertainties: 
Scope of revision of Federal taxes. 
New Deal’s pending “monopoly” drive. 
Size of rail rate increase. 


Outcome of New Deal-utility peace efforts. 





339 


i 








The foundation for an orthodox economic recovery 
that we should like to see established during the first 
quarter of this year consists of the following: 

First, action by Congress to revise unwise taxes, to 
relieve business fears and to encourage confident in- 
vestment of capital. 

Second, a favorable trend of bank investments and 
loans. 

Third, a substantial railroad freight rate increase. 

Fourth, an end of the New Deal-utility war. 

Fifth, a revision of Federal labor policy in the interest 
of stabilizing costs of industrial production. 

On such a foundation we could scarcely fail—barring 
war—to have a basic turn for the better in heavy in- 
dustry—including construction—and the resultant and 
consequent beginning of the desired spiral of recovery. 
The fourth and fifth points enumerated appear most im- 
probable of early consummation. They would be highly 
desirable, but are not absolutely indispensable. If de- 
velopments in coming weeks along the lines of the first, 
second and third points are generally favorable, we 
should have the makings of a substantial recovery. 

In the next issue of this publication Mr. Ray Tucker, 
a Washington observer of long experience and many gov- 
ernmental contacts, will size up the Congressional out- 
look as it relates to the economic picture. Suffice it for 
our purposes here to express the opinion that business 
will get at least some definite encouragement at the 
hands of Congress. 

Now as to bank credit trends, we have an especially 
valuable indicator because for many years significant 
changes in the credit picture have definitely preceded 
significant changes in business and market trends. More- 
over, one can usually assume the continuity of a given 
trend of bank credit—at least over a period of months— 
more safely than the continuity of any existing trend of 
business activity or markets can be assumed. 

In this writer’s opinion, the consistency with which 
liquidation of bank investments has signalled trouble 
ahead is well worth the careful study of investors and 
business men. The banks started selling investments 
in June, 1919. Within four months a bear market in 
stocks had begun and within eight months the 1920- 
1921 business depression had started. In February, 


Within a few 


1923, banks began to sell investments. 
weeks the stock market began an intermediate decline 
which ran into autumn, lowering prices by some 24 per 
cent; and within five months business activity began a 
decline which was to run for thirteen months and which 
carried the Federal Reserve Board’s adjusted index of 


production down by some 20 per cent. In February, 
1929, the banks began liquidating investments. The 
greatest of all stock market crashes began eight months 
later and business activity reached its peak of that cycle 
just five months later. The banks started selling invest- 
ments in August, 1936. The stock market made its high 
some six months later. As measured by the Reserve 
Board index, business activity made its high in Decem- 
ber, 1936, while other indexes, including our own, made 
their highs in late summer of 1937, but at a level not 
importantly above the best of the preceding December. 

In each of these instances bank loans advanced for 
some time after bank investments had turned down, 
resulting either in some net expansion of total loans and 
investments or no net decline. In each instance the de- 
flation in investment account proved a more accurate 
business and market forecast than the subsequent tem- 
porary expansion of loans. 

Unfortunately, the significance of a rise in bank invest- 
ments is not so easily read. If such a movement merely 
reflects the shifting of bank assets from loans to invest- 
ments—in order to obtain earning assets—it can coincide 
with a strongly deflationary trend, as was the case 
throughout 1930, 1931 and 1932, when loans were being 
deflated faster than investments were being increased— 
with consequent severe deflation of total bank credit. 

A strongly favorable factor in the present setting is 
that both business and security loans are at so low a 
level that possibility of further serious deflation of them 
can be dismissed. Meanwhile bank credit deflation—a 
total of approximately $1,500,000,000 since August, 1936 
—appears to have halted and the trend of investments is 
again upward. Excess reserves of member banks have 
risen from recent low of some $700,000,000 to approxi- 
mately $1,100,000,000, and they will rise further over the 
immediate future as currency utilized in the holiday trade 
returns to the banks. Hence the present rising trend of 
bank investments is likely to (Please turn to page 396) 
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Industries Which Have Best 
Profit Outlook for 1938 


BY GEORGE W. MATHIS 


- investor can not hope to foresee either all of the 
good or all of the evil that may emerge from the complex 
and contradictory forces at work today on national 
and international production, trade, credit and curren- 
cies. He can not be sure of permanent, 100 per cent 
safety in bonds or equities or cash. It is possible that 
the deflation now in progress has not yet done its ulti- 
mate damage to the capital invested in stocks or the 
dividend income derived therefrom. But it is also pos- 
sible that out of the pressure of deflation there will 
eventually come renewed inflation, with impairment of 
the purchasing power derived from fixed income securi- 
ties. 

What is the investor to do? He may spend days or 
weeks pondering the pros and cons of events at Wash- 
ington, of changes in the credit picture, of trends in 
production and trade, of developments in individual 
industries and corporations. But when all is said and 
done, he will compromise—if he is wise. He will main- 
tain, according to his own circumstances, a percentage 
of his capital in good bonds, at least a moderate per- 
centage in cash in the bank against emergency needs, 
and he will place the balance—whether a third or a 
half or more—in sound equities. 

Entering a new year with sober realization of the 
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many economic and political uncertainties in the 1938 
picture, we are concerned here with that part of the 
investor’s program which involves selection of equities. 
In what industries does the prospect appear most prom- 
ising and least dangerous? On that question, quite natur- 
ally, opinions will vary. This publication’s view, carefully 
reasoned, is that the industries summarized _ briefly 
below are the most promising bets for 1938. 


Steel 


At its best level last year, steel production had recov- 
ered to the 1929 boom rate—despite the fact that con- 
struction remained deep in a depression range, that 
production of railroad and utility equipment remained 
subnormal and that total output of durable goods fell 
short of former peak proportions. This performance 
rested partly on a wave of forward-buying, but much 
more significantly on the remarkable expansion since 
1929 of the newer markets for steel, notably sheets 
and strip. 

The present severe depression in steel activity does 
not reflect any ailment or weakness peculiar to the 
industry. On the basis of consumer needs—which would 
be converted into effective demand by any turn for 














From an etching by O. Kuhler 


the better in general business activity—the markets for 
light steels have not been saturated. As for heavy steels, 
demand experienced so brief and temporary a recovery 
that scarcely a start was made toward making up the 
vast accumulated deficiencies created in the seven years 
of abnormally low production of durable goods since 1929. 

If America is to go forward, it requires no vision to 
foresee a new peak market for steels. Recreation of 
business confidence, sane tax revision and intelligent 
remedies applied to construction, the railroads and the 
utilities would do the trick. Having spent large sums 
for wise modernization and improvement projects in 
recent years, the steel industry is undoubtedly a more ef- 
ficient producing mechanism than ever before. Its leading 
companies are well managed and adequately financed. 

It is a bull point on steel that operations are so low 
at present that they can’t go much lower and before 
very long will have to rise. From a production rate 
under 25 per cent of capacity, the major change can 
only be up, whether it comes in the forepart of 1938 
or in the second half. Whether steel equities have fully 
discounted unfavorable fourth quarter and first quarter 
earnings is somewhat more debatable. It is possible they 
may be under pressure again, after a probable January- 
February rally. For this reason, timing of purchases of 
steels should be considered with reference to the general 
market view presented in the A. T. Miller forecast in 
each issue of this publication. 


Building 


This country had a record-breaking building boom 
in the eight years 1922-1929 for several reasons. The 
cost of construction was notably stable throughout that 
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period. There were large needs for housing and for 
industrial and commercial building. Public purchasing 
power was rising. Industrial and commercial enterprise 
were prosperous and confident. No equally favorable 
combination of economic and psychological factors has 
been present in recent years, which explains why pri- 
vately-financed building was a conspicuous laggard in 
the New Deal recovery and why its gradual upward 
trend was halted late last summer at a level nearly 50 
per cent lower than estimated normal volume. 

For an indefinite, and probably long, time to come 
there is scant prospect of major expansion of commer- 
cial building, such as office structures, hotels, etc. The 
supply is adequate. Nor is there acute shortage of 
apartments. The volume of industrial building needed 
is subject to debate, which will be academic until and 
unless industrial profits and confidence are much higher 
than they are now. The greatest deficiency, and the 
most promising field for a recovery in construction over 
the next several years, centers in the one family residence. 
In this branch of building the over-fast rise of costs 
during the second half of 1936 and the early months of 
last year appears in process of gradual and partial 
correction, while rents remain firm at a level not far 
under that of 1929. Thus, the important rent-cost ratio 
is becoming more favorable to the cause of a revival 
in residential building. Mortgage credit terms are ta 
be made more attractive. Both factors will become 
effective when people believe that the present deflation 
of industrial and trade activity, of prices and of em- 
ployment and purchasing power has ended. 

If, as seems probable, we have the beginnings this 
year of either a privately-financed economic recovery or 
another inflationary advance, residential building will 
figure prominently in it. On this prospect, equities of 
manufacturers catering to this field merit consideration, 


Petroleum 


With the benefit of a stable price structure for both 
crude and refined products throughout the greater part 
of 1937, the oil industry had the best year in nearly a 
decade. Practically all of the leading companies will 
show profits 25 per cent larger than in 1936 and several 
will report record-breaking earnings. In appraising the 
1938 prospect, however, it should be borne in mind that 
the oil industry never lends itself to long range fore-~ 
casting owing to the suddenness with which the factors, 
of supply and demand may become distorted. From the 
standpoint of demand, however, the industry appears, 
certain to experience no more than a slight and tem- 
porary slump. Even during the worst months of the 
depression, sales of gasoline were sustained at a remark- 
ably high level. The principal element of doubt so far 
as the immediate outlook for 1938 is concerned originates, 
in the rising stocks of gasoline, recent weakness in gaso- 
line prices and the question whether further declines in 
gasoline prices will force lower prices for crude. While 
the steadily increasing demand for fuel oil has had the 
salutary effect of bringing summer and winter consump- 
tion of refined products into closer balance, increasing: 
fuel oil production has had the effect of adding sub- 
stantially to supplies of gasoline when consumption is at 
the lowest point. Stocks of gasoline last year reached! 


THE MAGAZINE OF WALL STREET 














: 
cop 
diti 
una 
pro 
duc 
sun 
tote 
sup} 
exce 
con: 
beec 
pric 
have 
mitt 
ther 
wou. 
reple 
Ever 
and 
limit 
more 
per « 
Copp 
craft 
for a 


» JANI 





_ for 
ising 
prise 
rable 
_ has 

pri- 
d in 
ward 
y 50 


“ome 
mer- 
The 
e of 
eded 
and 
igher 
the 
over 
ence. 
costs 
as of 
rtial 
t far 
ratio 
vival 
e to 
ome 
ition 
em- 


this 
‘y or 
will 
es of 
tion, 


both 
part 
rly a 
will 
veral 
y the 
that 
fore-~ 
ctors, 
1 the 
pears, 
tem-. 
' the 
rark-. 
o far 
nates, 
gaso- 
es in 
Vhile. 
1 the: 
ump- 
asing: 
sub- 
is at 


ched! 














REET JANUARY 1, 1938 


a peak of 83,000,000 gallons just prior to seasonal upturn 
in demand. At the present time they are more than 
70,000,000 barrels, with at least twelve weeks to go. 
Should later additions to gasoline supplies result in 
burdensome stocks, lower gasoline prices are a virtual 
certainty. Although stocks of crude oil are not heavy 
and production has been sharply curtailed, should refin- 
ers be faced with impaired profit margins the conse- 
quent pressure on crude prices may be irresistible. In 
such a contingency, profits of the entire industry would 
suffer. 


Aircraft Manufacturing 


Aircraft manufacturers will probably show better prof- 
its in 1938 than in any year in their history. Even if 
there is little or no general recovery in business their 
sales volume to the army, the navy and to the big air 
transport lines will be of large proportions. 

This prospect was thoroughly discussed in an article 
entitled Aircraft Profit Makers in the preceding issue 
(December 18, 1937). There is little that can be added 
to that estimation of the industry’s prospect except per- 
haps to stress the all-important fact that manufacturers 
are reaching the point where profits will not be so com- 
pletely swallowed up by high development costs as in 
the past. With some prospect that ships are reaching 
a stability in point of size and design which will enable 
their producers to turn out sufficient number of a given 
model to make money. Even in the case of government 
orders there is some sign of stabilization in requirements, 
and with the nation on the verge of expanding war prep- 
arations in both divisions of the service there is bound 
to be growing business for the aircraft makers and a 
prospective increase in their earnings and dividends. 


Non-ferrous Metals 


Since last April, the statistical position of the domestic 
copper industry has become progressively poorer, a con- 
dition resulting from a sharp slump in consumption 
unaccompanied by a sufficiently drastic curtailment of 
production. In November, for example, domestic pro- 
duction of refined copper totaled 75,590 tons, while con- 
sumption amounted to only 33,890 tons. As a result 
total stocks on hand were equal to about three months’ 
supply, which, although not considered to be unduly 
excessive, will require the combined aid of increased 
consumption and lower production if they are not to 
become burdensome and exert further pressure on the 
price structure. It is believed, however, producers alone 
have large copper supplies, while consumers have per- 
mitted inventories to run very low. It is quite likely 
therefore, that any indications of improved demand 
would be followed by large scale buying as consumers 
replenish depleted stocks in advance of higher prices. 
Even if the efforts of the Administration to encourage 
and stimulate public utility and private construction are 
limited to psychological effects, it would require no 
more than a modest revival in these two important cop- 
per consuming industries to have a salutary effect on 
copper consumption. Meanwhile, the shipbuilding, air- 
craft and electrical equipment industries will account 


. for a fairly sizable portion of consumption. Rearmament 








programs abroad continue to require large quantities of 
copper and have been mainly responsible for placing the 
foreign copper situation in a much stronger statistical 
position than that of the United States. Prices, unless 
production gets badly out of hand, are likely to remain 
stable around the 10-cent level, with any change more 
than likely to be upward. 

The sharp increase in lead production which occurred 
in October and November completely nullified the in- 
dustry’s strong statistical position built up in the pre- 
vious fourteen months. As a result prices were lowered 
just when it appeared likely that they would stabilize. 
As in the case of copper, lead producers will be com- 
pelled to effect an immediate and substantial curtail- 
ment of production pending a more normal demand on 
the part of leading consuming industries. Otherwise, 
prices will inevitably weaken and discourage consumers 
from replenishing inventories. 

Of the non-ferrous metal, zinc is in the strongest sta- 
tistical position. Demand, however, has slumped in re- 
flection of the reduced output of automobiles and the 
low level of steel activity. Production, which in Novem- 
ber was larger than for the same month in 1936, must of 
necessity be curtailed if zinc is to maintain its relatively 
favorable status. 


Equipments 


Of the several major classifications comprising the 
equipment group, the outlook for railway equipment 
manufacturers is probably the least promising at this 
time. This condition is in direct contrast with that of 
a year ago. In the interim, however, the railroads have 
been saddled with a wage bill out of all proportion to 
their ability to pay, surcharges were permitted to ex- 
pire, and the prices which they must pay for fuel and 
materials have risen. In defense against the menacing 
specter of insolvency the carriers have been compelled 
to make drastic cuts in maintenance outlays and the 
purchase of new equipment, of which they are in dire 
need, has become a luxury denied to all but a few of the 
strongest carriers. It is a demonstrable fact that much 
of the rolling stock used by the railroads today is obso- 
lete and costly to operate. It is also true that the num- 
ber of serviceable locomotives and freight cars would be 
inadequate to meet maximum traffic needs should busi- 
ness and industry generally attain a period of normal 
recovery. In short the poten- (Please turn to page 394) 
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Most sensational report being whispered is that first 
real coalition government in recent U. S. history may 
soon be in process of formation. This has no reference 
to recent, abortive move to set up formal coalition of 
anti-Roosevelt members in Senate. Idea is that Roose- 
velt may reshuffle Cabinet, bring in former Governor 
Landon of Kansas and others of liberal outlook but 
pro-business leanings. Appointment of Business Man 
Kennedy to vital post as Ambassador to Great Britain 
held by some to give credence to these rumors. Con- 
firmation is lacking. President’s message to Congress 
January 3 will be worth watching for any leanings in 
this direction. 


Congress’ dealings with five measures for which special 
session was called is not flattering to Roosevelt’s judg- 
ment and prestige, with wage bill recommitted, farm and 
housing in conference, and regional planning and gov- 





WASHINGTON SEES 


Negative record of special session no credit. 


Little prospect of important budget econo- 
mies. 


President convinced that business has a 
conspiracy against the New Deal. 


Court attacks being framed against bitu- 
minous coal act. 


Wage and hour control bill not dead. 
Administration blue over farm bill mess. 


Tax revision to be kept in hand by admin- 
istration. 


Senate coalition move a symptom, not a 
rebellion. 





344 


ernment reorganization not advanced. Neither have 
many committees done important spade work to speed 
the next session. Farm and wage bill messes show dan- 
gers of too-hurried action. But business gains definite 
assurance of tax relief and knowledge that Congress op- 
poses more reform laws. 


Next session will bring action on much miscellaneous 
legislation started last spring, unhampered by many 
“must” bills having preference. But Senate will long be 
snarled on lynch bill which will make many enemies. 


President's message on “state of the union” is expected 
to be reassuring throughout, not attacks on business 
generally, no specific reform proposals. 


Budget message will be optimistic, though admitting 
continued but diminishing deficits. Advance leaks re- 
veal few reductions in most expenditures; mostly book- 
keeping “savings” and cuts where Congress likes to 
spend, such as construction and CCC. Appropriations 
committee, irked, will be hard boiled, drawing bills much 
below budget estimates; but many of these cuts will be 
restored before passage. 


Relief appropriations probably will be withheld from 
regular budget, as usual, thereby becoming big issue 
in mid-spring. Economy bloc will push, probably un- 
successfully, for direct instead of work relief. But Con- 
gress will end lump-sum appropriations, placing many 
restrictions on administrative methods. 


Utility peace talks are aimed at gradual infiltration of 
trust in administration and implied agreements on limits 
of federal control and competition and correction of util- 
ity rate and financial practices. 


Price rigidity is what administration is after in anti 
monopoly talk and anti-trust revision. Brain trusters 
have long been impressed by fact that when consumptiol 
drops, prices of farm and some industrial products de 
cline while many other prices stay up though produe- 
tion falls off. They say this throws economic machine 
out of balance. AAA is attempt to delimit this be 
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into industrial prices. But ways and means have not yet 
been determined. 


Inventory figures are biggest gap in government statis- 
ticians’ equipment, causing greatest uncertainty in short- 
term planning. They think inventories are being reduced 
rapidly, presaging increased production soon, but they 
are searching for ways to gain better knowledge of stocks 
of goods held by producers, dealers, consumers. 


Inflationary moves will be avoided by administration, 
officials believing bank and private credit supply ample. 
They forsee ultimate inflation 
dangers in continued govern- 
ment deficits and are seriously, 
some of them desperately, work- 
ing to prevent them; only time 
will tell how well they succeed, 
but if inflation comes it will not 
be deliberate. 


Industrial "spy" report of La- 
Follette committee is over-drawn 
but has sufficient basis to serve 
as lever for enlarging Byrnes 
anti-strike-breaker act (weak- 
ened in its first test in Rand 
case) as offset to employer at- 
tempts to modify Wagner labor 
act, and gives union leaders the 
chance to shift onus to business 
for unsatisfactory labor rela- 
tions. 


Impeachment suggestion of 
Attorney General will not be 
adopted by House Judiciary 
Committee in case of Judge 
Geiger for his extraordinary action in dismissing grand 
jury investigating alleged illegal conduct of three auto 
manufacturers and affiliated finance companies, though 
Geiger may resign for other reasons. Impeachment would 
be interpreted as revival of attack on courts by giving 
Cummings a club over anti-New Deal judges. Judge’s 
action, based on impropriety of government counsel dis- 
cussing possibilities of consent decree, may hamper anti- 
trust enforcement but will also deter government from 
using threat of criminal indictment to get consent decree 
where it could not hope to win a suit. 


Wide World Photos, Inc. 


Guffey act litigation soon is expected, even desired, by 
Bit. Coal Com. to establish constitutionality of law and 
validity of price-fixing machinery. Minimum price 
schedule is under heavy attack from producers and con- 
sumers, while ill feeling between commission and its Con- 
sumers’ Counsel has reached an open break and rum- 
blings in Congress suggest an investigation there. 


“Mutiny" talk, centering around conviction of “Algic” 
crew and incidents in “Hoover” grounding, will aid en- 
actment of maritime labor law based on railway sys- 
tem, but unions denounce this as conspiracy against sea- 
men and start of general anti-labor drive. 
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havior of farm prices, and next move is to put flexibility 





John W. Hanes, New SEC appointee 


Trade agreement negotiators in State Department are 
gradually swinging around to view that they should 
consult needs and wishes of industry more before nego- 
tiations open rather than depending chiefly on their own 
statistical studies of what duties might be cut. 


Wage-Hour bill will be revived, under White House 
pressure. Will be stripped to bare essentials (President’s 
original idea) and freed of bureaucratic controls. Will 
be largely child labor and hours measure, with mini- 
mum wage set at very low figure. 


Farm bill will remain long in conference. Final form 
indeterminable but possibility it 
may be so unsatisfactory that 
conference report will be rejected 
or President may veto it with 
suggestions for redrafting. Ad- 
ministration officials are pretty 
sick about the whole thing. 


S E C appointees, extreme New 
Dealer Frank and liberal broker 
Hanes, will keep commission on 
its charted course “a little to the 
left of center,” presaging con- 
tinued pressure for reforms in 
the security business albeit tem- 
pered with understanding. 
Hanes’ appointment was part of 
President’s deliberate attempt 
to cultivate “enlightened” busi- 
ness leaders. 


Tax revision bill will be ready 
for public view early in January. 
Administration will not let re- 
vision get out of hand in House, 
and Senate ardor for reform may 
cool by time it gets its turn. Enough of the corporation 
earnings tax will be retained to preserve the principle as 
applied to big companies and may be supplemented by 
new revenue devices to prevent what New Dealers con- 
sider improper retention and use of surpluses by some 
of them. 


Coalition gesture of Senate conservatives will not reach 
point of rebellion but is symptom of dissatisfaction with 
White House advisory circle and groping for positive pro- 
gram to counteract charges that all who differ with 
Roosevelt are destructive reactionaries. 


Recession effects in Congress will be series of attempts 
at more Santa Claus legislation such as extending farm 
mortgage moratorium, liberalizing HOLC law, federal 
contributions to state unemployment insurance, direct 
government loans in many quarters, and many other un- 
orthodox schemes which the administration will have 
difficulty combatting. 


War referendum amendment will be fought vigorously 
by administration, but probably as quietly as possible, 
as its discussion at this time embarrasses our diplomats 
even if, as expected Congress rejects the resolution. 
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Confusion on the Labor Front 


Serious Encounters with Big Industries 


Remote, But Plenty of Internal Union 


Strife—Dollars for Dues 


Are Hard to 


Find—New Leadership Emerging 


BY DANIEL CRONIN 


_——- RooseveEtt will not publicly attempt to 
force a settlement of the American Federation of Labor- 
Committee for Industrial Organization fracas now. 

This statement, comes from cabinet circles, where the 
President is quoted as holding this is not the time for 
such action, and that for him to give even a thin basis 
for charges he is seeking to save John L. Lewis’ face at 
the expense of the American Federation of Labor would 
be to make a bad matter worse. 

For full two years Mr. Roosevelt has sought peace 
through private conferences. Lewis has insisted on 
what, in effect, is complete surrender. For a time there 
was some chance of compromise by the Federation. 
That was when Mr. Lewis had a grip on the imagination 
of the country. 

That grip has slipped and now Mr. Lewis has finan- 
cial and other troubles. The only men in his group he 
can absolutely depend upon are men of his own organ- 
ization, the miners, and Charles P. Howard of the type- 
setters. Howard, however, cannot deliver either his 
members or their money and is facing a hard fight for 
his own job. 

To attempt to force the Federation to accept Lewis on 
his own terms now would be to invite rebuke and rebuff. 

To club Mr. Lewis into line would be to give him an 
alibi, an opportunity to tell the country what he would 
have done “if.” It would lay the President open to 
charges of throwing the underdog overboard and be 
fairly concrete evidence of dictatorship. 


No Big Strikes in Prospect 


Such circumstances would seem to make the prospect 
for serious troubles in motor centers rather more remote 
than it was and serious steel troubles very remote indeed. 
This despite the recent order of National Labor Rela- 
tions Board to Ford directing him to cease anti-union 
activities. 

What Mr. Lewis needs is peace to hold and, if possi- 
ble, consolidate, his gains. He cannot afford to engage 
in strife. To be made to fight in steel before he is 
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McCARTHY 


ready would be considerably to his disadvantage. 

Looking over the entire labor field, it is highly im- 
portant to note the general tendency to stand pat on 
existing wage scales. This is particularly true in the 
solidly organized building trades and to a lesser degree 
in the printing trades. 

In the former, where high hourly wages are fully 
justified because of skills, hazards and, above all lost 
working time, it is coming to be recognized in the ranks 
that wages without work are as mustard without meat. 
So from the top down there is quiet discouragement of 
demands for further increases. 

This is not to say that attempts at reductions would 
not be fought. Neither is it to say that under some con- 
ditions working below the standard scale will not be 
winked at as it was during the depth of the depression. 

How many petty strikes there will be depends in con- 
siderable measure on how the National Labor Relations 
Board and its far flung organization operates as agents 
provacateur and the extent to which racketeers, taking 
advantage of the organizing boom, ease themselves into 
union charters, plus the fact that the psychology of the 
newly organized always is “when do we strike?” 


New Unions and New Leaders 


As a result of the activities of the N. L. R. B. and its 
subordinates, a new type of company union is springing 
up. The new system, confined by necessity to small 
companies, is for contented employes to form organiza- 
tions independent of employer or union aid, banning all 
with the right to hire and fire, and await all comers. 
Then, if necessary, on demand, N. L. R. B. will have to 
grant an election that will bar outsiders, and in the words 
of Senator Wagner “freeze satisfactory conditions.” 

No man knows how many labor peace programs have 
been drafted in Washington. The brain trusters have 
had many. The little group of serious thinkers that 
meets in Georgetown nightly have done their duty as 
they see it. How many plans the President has seen, 
only he knows. 
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But the peace negotiations, which were actually in- 
spired by the President, developed conclusively that Mr. 
Lewis would not voluntarily settle except on his own 
terms. 

About this time Mr. Roosevelt heard more truths 
about the Federation than he had previously. 

Scouts returning from the Denver convention reported 
that William Green was just the presiding officer with 
Matthew Woll informing him when he told the other 
delegates what those in control had decided on for the 
day. 

Green’s subordination was so marked, Washington 
correspondents meeting after one session agreed in 
amazement: “This is a Woll convention!” 

The scouts also agreed that while it was a Roosevelt 
convention in the sense that the delegates were friendly 
to the President personally, it was distinctly anti-admin- 
istration. 

Woll, who had been persona non grata to some of Mr. 
Roosevelt’s administrators—two of whom blocked him 
from a seat on the International Labor Office Board at 
the behest of Lewis—was shortly thereafter invited to 
Hyde Park and again to the White House. 

Woll, a stickler for conventions, has not discussed the 
matter on the principle “only the President talks.” 

It is, however, safe to assume that the President was 
informed that Lewis and his group could come back into 
the Federation on majority terms or not at all, that there 
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would be no demand for weeping towels in the event he 
postponed his return until the Centennial of Sitting 
Bull’s death or words to that effect. 

Nor has Mr. Lewis’ luck in politics helped him in 
Washington. In Detroit the primaries seemed to show 
the City Council for 1938 would be a C. I. O. committee, 
with a certainty that a police chief who had been rude to 
sitdown strikers would lose his star. The issue was clean: 
C. I. O. control of the city. But on election day C. I. O. 
was cleaned like mother cleans the Christmas turkey. 
Akron also went by the boards as did every center where 
C. I. O. is known and was supposed to be impregnable. 
Even Frank Murphy, who as Governor ordered troops 
to protect Flint sitdown strikers, was lukewarm. 


New Problems Arise 


The result in Detroit, in plain English means that 
whereas a year ago General Motors had a city adminis- 
tration whose hostility was almost posted on billboards, 
it will now be assured in the event of trouble of the pro- 
tection of property it did not get last winter. 

If this were not enough trouble in the automobile end, 
the Rev. Homer Martin, president of the union, got into 
the hair of Mr. Lewis when he pulled a gun on a group 
of inquiring members and generally showed a tendency 
to take himself seriously. Lewis would like to depose 
him. If he could and would, A. W. Mortimer, favored 
of the Communists would succeed. No happiness there. 

But even less is the happiness in the fact that “mem- 
bers” generally won’t pay dues. 

They get nothing extra for paying dues, so why should 
they pay dues, they argue. And, anyway, many are not 
working. 

Down in the steel country the situation is even worse. 

There men are working perhaps two days a week as 
against full time before Lewis won “recognition” and a 
“contract” from “Big Steel” for them. They blame 
Lewis for the extra holidays and find the contract in- 
edible. To add to the gayety of the nations, the Com- 
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Wide World Photo 


U. A. W. A. pickets being booked at Kansas City after arrest for attempted picketing 
of the Ford Assembly plant on December 11th. 


munist brethren sent in by Comrade William Z. Foster 
are agitating for most impossible things. 

Lewis held the recent Pittsburgh conference within 
bounds by the device of placing few but coal miners on 
guard and depending on minor delegates to “stand by 
the party.” 

In Johnstown, and the Ohio areas where Tom L. 
Girdler took the S. W. O. C. for a joy ride, things are as 
promising for Lewis’ erganizers as an area the late Billy 
Sunday might have passed over would be for a garden 
variety of Evangelist. Dues collectors have an even 
worse time. 

Swinging South the great Textile Workers Organizing 
Committee campaign, headed by Sidney Hillman of the 
Amalgamated Clothing Workers has stymied. The col- 
lege girls and Bible students, employed as organizers to 
give the thing social tone, are falling from the payroll 
before they come to know what it is all about. Hard 
fisted politicians, who as lawyers knew what it was 
all about when they took retainers, still retain them ac- 
cording to the ancient law. 

That, however, is not all. 


There is internal trouble 
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John L. Lewis David Dubinsky 
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not always talk Hillman’s language. 
Hillman does not like playing sec- 
ond fiddle to anybody. Hillman’s 
intimates say he wants peace and 
the Columbia intellectuals nominate 
him for head of a united A. F. of L. 
and C. I. O. at least twice a day. 
Not a chance! 

David Dubinsky, head of the In- 
ternational Ladies Garment Union 
wants peace, and says so openly. 

His union, Hillman’s and Lewis’ 
miners supplied most of the C. I. 0. 
cash. Lately they’ve been contribut- 
ing little more than love and kisses. 
Some of the kisses Mr. Lewis may 
well classify as of the Judas type. 

At least one of his chief aides, 
who again and again has declared 
undying hatred and contempt for 
the men who guide the Federation 
has sought secret sessions with 
them. 

Personally Dubinsky and Hillman 
are under the guns. Their mem- 
bers, for the most part A. F. of L. at heart, want to 
know what C. I. O. affiliations has gotten them. 

They also inquire, naively perhaps, why they, idle, 
should go hungry when union funds are spent to help 
people better paid than they are who won’t help them- 
selves. To them this thing does not make sense. 

Reports of C. I. O. financial activities in months past, 
have tossed millions about in headlines. But to date the 
C. I. O. has not made any accounting of receipts and ex- 
penditures. Inquiring reporters are told there will be 
none. 

These conditions raise the question how much longer 
will C. I. O. last. The answer is nobody knows, and 
nobody with reputation to protect will predict. It would 
seem clear, however, that disintegration is at hand. That, 
however, will be a long drawn out process so long as 
Mr. Lewis controls the United Mine Workers and has 
the check off. The one certain thing is that for a long 
time he will have what the lawyers call a considerable 
nuisance value. 

Meantime the American Federation of Labor is mov- 
ing slowly ahead. All its (Please turn to page 398) 
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Du Pont. Master 


Consistent Profits from Hundreds 
of Modern Chemical 


Products 


BY J. C. CLIFFORD 


O. all our big chemical companies E. I. 
du Pont de Nemours & Co. has the most di- 
verse interests. Starting originally at the turn 
of the past century as a manufacturer of 
black powder, the company kept to its origi- 
nal line for the best part of eighty years. 
Even then it only enlarged its scope to in- 
clude high explosives and—some years later— 
smokeless powders. Though it may justifiably 
claim an age of nearly seven score years, the 
modern du Pont enterprise really dates only 
from 1915, for it was in this year that the 
present corporation was formed, following a 
Federal court decision which held the old 
organization to be a violation of the Sherman Act. 

The workings of our anti-trust laws are curious in a 
number of ways, not the least of which is the remark- 
able habit that dismembered corporations have of pros- 
pering, together with their forcibly divested components. 
Look at Standard Oil (New Jersey) and its offspring, at 
American Tobacco and its offspring. Du Pont spawned 
Hercules Powder and Atlas Powder and both are doing 
very nicely, while the parent has sought new worlds to 
conquer and meanwhile grown to gigantic size. 

While du Pont made a great deal of money during the 
World War and even in the midst of the conflict was 
busily branching out into other fields, the greatest diver- 
sification and expansion has taken place since the estab- 
lishment of peace. Today, du Pont may be seen in best 
perspective if it is considered first as a great chemical 
company and second as a holding company with an 
enormous stake in General Motors. The chemical activi- 
ties must, of course, be sub-divided. One way of doing 
it would be to divide operations into those which pro- 
duce products in the form, or nearly in the form, of 





JANUARY 1, 1938 








of Synthesis 





An intermediate step in making synthetic lilac perfume .. . 
the distillation of terpineol. 


ultimate consumption goods and those that produce 
them as raw materials which will be extensively proc- 
essed before finding their ultimate destination. Another 
way, and that followed by the company itself, is to list 
eleven major departments and divisions in the order of 
their importance from the standpoint of dollar volume 
of business. 

Standing at the head of the list for both 1935 and 
1936 was the Fabrics & Finishes Department. It is truly 
remarkable the number of different products which can 
be evolved from the basic raw materials, cotton linters, 
nitric acid and sulphuric acid. These materials are made 
to yield low-viscosity pyroxylin lacquers such as “Duco,” 
which, because it cut the time required to paint a car 
from several weeks to a few hours, has immeasurably 
contributed to the low cost of the modern automobile. 
Anything that does as much for the general welfare as 
“Duco” not unjustifiably proves a gold mine to those 
who develop it and the du Pont Co. has certainly made 
an enormous sum of money out of this product. Inci- 
dentally, it was “Duco” which provided Commercial Sol- 
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of du Pont. 


vents with its original reason d’etre, for the latter’s 
butanol provided the needed solvent. 

It seems, however, that nothing these days holds an 
unrivaled position for very long. “Duco” which sounded 
the death knell of old-fashioned varnishes and enamels, 
is now giving ground to synthetic resin finishes. Already 
a number of important manufacturers of automobiles 
have swung over to the newer product. Not that du Pont 
is worrying a great deal about the change, for it is mar- 
keting its own synthetic resin coating compounds under 
the trade-name “Dulux.” Moreover, the “Dulux” line 
is finding increasing favor as a marine finish, although 
the company itself appears to be most proud of the type 
which is used on refrigerators and provides a coating 
which rivals white porcelain in its retention of the origi- 
nal color. 

If “Duco” is giving ground to “Dulux,” the former’s 
pyroxylin base is finding a broader demand in other 
applications. A thick solution spread upon cotton fab- 
ric makes a product which du Pont sells as “Fabrikoid.” 
It is much in demand as an automobile and furniture 
upholstery material and for traveling-bags, book-bind- 
ings and table-cloths. 

As might have been expected, the Fabrics & Finishes 
Department engages in activities which are allied to, 
rather than natural components of a main theme. For 
example, it is responsible for rubber-coated fabrics, rub- 
ber-impregnated paper products and sponge rubber spe- 
cialties. Also falling into this department are bronze 
powders and automobile waxes and _ polishes. 

A portion of the pyroxylin output of Fabrics & Fin- 
ishes will find its way to the Plastic Department to 
fulfill its ultimate destiny in the form of “Pyralin.” This 
materia] has a thousand applications: it is to be found 
protecting the heels of ladies’ shoes from scuffing and 
as bandeaux to keep their hair tidy. Aside from the 
one already mentioned, du Pont manufacturers a number 


Taking a test during the making of Sulphuric Acid at the Grasselli Plant 


of other plastic materials, among 
them “Plastacele,” which, like “Py- 
ralin,” is derived from cellulose, and 
“Phenalin,” a phenol product. These 
different plastics have their own 
peculiar properties and color effects 
of startling beauty may be obtained. 
On the basis of the dollar volume of 
business done in 1936, the du Pont 
Co. rates the Plastic Department as 
eighth on the list. 

In skipping from the first to the 
eighth department a lot of territory 
was missed. Let us return to Or- 
ganic Chemicals, the second most 
important department from the 
viewpoint of sales volume. The pro- 
duction of this department gives 
E. I. du Pont de Nemours & Co. a 
position as one of the leading pro- 
ducers of dyestuffs in the United 
States. A wide range of colors is 
produced which are in demand by 
the textile, paint, paper and other 
industries. Also, an extensive ex- 
port business in dyestuffs is done. 

In addition, the Organic Chemi- 
cals Department produces tetra-ethyl lead, ethyl alco- 
hol and other chemicals. Mixed with gasoline the tetra- 
ethyl lead gives an anti-knock fuel which can be bought 
at almost every automobile filling station. Also in the 
sphere of this department is the 50 per cent-owned 
Bayer-Semesan Co., producing seed disinfectants; the 
55 per cent-owned Cardinol Corp., maker of higher alco- 
hol sulphates used as assistants and detergents in the 
textile industry; and Kinetic Chemicals, Inc., whose out- 
put of fluorine compounds is in demand as refrigerants 
and for other purposes. 

Perhaps the most interesting of finished products 
turned out by Organic Chemicals is “Neoprene,” a syn- 
thetic rubber. Although this material costs several times 
the price of natural rubber, it is better on the whole 
than the natural product and, despite its price, it can 
compete successfully for a number of important uses. 
“Neoprene” is superior to natural rubber in its resistance 
to oil and gasoline, to most acids and to alkalis, while 
its weathering ability is much the better. We do not 
know when, if ever, synthetic rubber will replace natural 
rubber, but we do know that as the production of the 
former rises it will become cheaper and provide an effec- 
tive safeguard against such price gyrations in natural 
rubber as were seen during the time the Stevenson Rub- 
ber Control Act was in force. 

Incidentally, before passing from the subject of “Neo- 
prene,” it opens up an interesting vista to consider this 
product in connection with the working control of U. S. 
Rubber which is in the hands of du Pont interests. With 
“Neoprene” proving a better product than natural rub- 
ber and, with recent experiments indicating that rayon 
fabric may be better than cotton fabric for tires, we 
wonder whether or not U. S. Rubber will be the first 
company to give us a wholly synthetic product for the 
wheels of automobiles. 

The Rayon Division of the Rayon Department is the 
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third most important of du Pont’s 
activities from the standpoint of 
sales volume. The company makes 
both viscose and acetate rayon—the 
former is nothing more than pure 
cellulose, while the latter is the 
chemical compound, cellulose ace- 
tate. There seems to be no effect 
that cannot be achieved these days 
with rayon. By varying the size of 
the filaments, by altering the num- 
ber of filaments in the yarn, by chop- 
ping the yarn up and spinning it 
like cotton, either by itself or with 
other fibres, an endless number of 
differences in texture, feel, lustre, 
coverage and other properties may 
be obtained. Despite the sensational 
strides made by rayon in late years, 
it is impossible to foresee anything 
but further gains. That the du Pont 
Co. will share fully in these gains, 
constant research and development 
work make almost as certain as the 
dawning of tomorrow. 

Another member of the Rayon 
Department is the “Cellophane” di- 
vision and last year the latter stood sixth as a producer 
of sales. The product “Cellophane” is nothing more than 
viscose rayon which is passed through a slit instead of 
being emitted as a filament from a spinnerette. Born, so 
far as this country is concerned, as recently as 1923, it 
would be hard indeed to find anything which has experi- 
enced as fast a growing demand as “Cellophane.” Once 
something of a curiosity, it is now being employed to 
package everything imaginable. It is even finding its 
way into clothing in the form of thin strips: small boat 
sails have been made of it. 

Let us, however, leave the fast growing and romantic 
“Cellophane” and consider the fourth on du Pont’s list, 





Pyralin is made from the material being processed on this machine in the 
Arlington, N. J., plant of du Pont. 


the more prosaic Grasselli Chemicals Department whose 
specialties are heavy inorganic chemicals. The line in- 
cludes commercial and chemically pure acids, zine and 
zinc products, fungicides, insecticides and wood preserva- 
tives. Of all the departments, this, because it depends 
least upon the ultimate consumer, probably is the most 
closely linked to general business activity in producers 
goods. 

The department which is fifth in point of sales volume 
is that manufacturing commercial explosives. Output 
includes nitroglycerin, dynamite, blasting accessories and 
products of an allied nature. In the sphere of influence 
of the Explosives Department are two partially-owned 
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foreign companies—one in Mexico which is 50 
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per cent-owned and one in Chile which is 42 
per cent-owned. It is interesting to note that 
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the Smokeless Powder Division, producing sport- 
ing and military powders, is right at the very 
bottom of the list of du Pont’s activities from 
the standpoint of sales volume. Naturally, in 
the unhappy event of this country having to 
engage in armed hostilities with another power 


4 the Smokeless Powder Division would gain a 


‘N much higher rating, but it may be seen how 
very far from being an armamennt concern du 
Pont is in peace-time. 

Sales of the R. & H. Chemicals Department 
entitle it to seventh place. Output includes 
cyanides, peroxides, formaldehyde and other 
specialized chemicals. This department manu- 
factures also certain refrigerants, fumigants and 
insecticides. 

Plastics, the eighth most important activity, 
have been mentioned already. The ninth is the 
Krebs Pigments Department which makes litho- 
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pone, titanium dioxide, titanium lithopone and 











other pigments and dry colors. Products have 
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a wide distribution throughout the paint, linoleum and 
other industries. 

Tenth is the Ammonia Department whose output in- 
cludes synthetic ammonia, methanol and higher alcohols. 
[t has an ultimate consumer product in “Zerone,” a 
widely-advertised anti-freeze for automobiles. 

Nor does even this complete the range of du Pont’s 
activities. The company is a potent force in the field of 
film. It makes the negative film, which is sold to pro- 
ducers of motion pictures; the positive film, which is 
run through the theatre projectors, and X-ray films. 
It owns 97 per cent of the preferred and 60 per cent of 
the common stock of the Remington Arms Co., maker 
of guns and cartridges. Finally, it must be said that a 
great number of du Pont’s products are manufactured in 
factories abroad. 

It must not be thought for a moment that du Pont 
has the market for this array of products all to itself. 
As a matter of fact it is subject to keen competition in 
almost everything it makes. It does not even have such 
patented materials as “Cellophane” all to itself, for the 
Eastman Kodak Co. produces a similar-appearing trans- 
parent sheet. As for heavy chemicals, paints and var- 
nishes, rayon and the like, du Pont must sell against a 
formidable aggregation of other concerns. 

E. I. du Pont de Nemours may well seem to have a 
big enough business as it is, but it is double the size it 
otherwise would be by virtue of an enormous stake in 
General Motors. Du Pont owns directly and indirectly 
10,000,000 shares of stock in the latter company. At one 
time last year the market valued this investment in 
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Packing synthetic camphor at du Pont's Deepwater 
Point (N. J.) plant. 


excess of $700,000,000 and even today the market ap- 
praisal is in the neighborhood of $330,000,000. As of 
June 30 last, du Pont was carrying all its multitudinous 
plants and properties at a gross valuation of $339,000,000. the 
Deducting the reserve for depreciation and obsolescence 
of $101,000,000, we obtain a net figure of $238,000,000 Si 























for plant. Even though one adds to this the $30,000,000 com 
at which the company carries goodwill, patents, trade- $1.51 
marks, etc., the total is still considerably less than the prev 
market appraisal of the General Motors investment. runn 

Or, one can look at the General Motors holding from the 1 
the standpoint of income. In not one of the years be- at th 
tween 1926 and 1931, inclusive, did du Pont obtain an Mot 


income from its own operations which was equal to that 
which it received from General Motors. Since 1931 the 
company’s income from its own operations has exceeded 
that derived from the big automobile manufacturer, 
although sometimes the margin has not been great. In 
1936, for example, du Pont reported an income from 
operations of $53,000,000 and an income from General 
Motors of $44,000,000. 

All this leads up to the point that if everything was 
given its just desserts any discussion of E. I. du Pont 
de Nemours would pay as much attention to the posi- 
tion and prospects of General Motors as was paid to 
the position and prospects of du Pont’s chemical activi- 
ties. On the other hand, this hardly seems practical, 
although it may be said that the outlook for the auto- 
mobile industry is somewhat obscure. Now that the 
depression has gone to such lengths, it is being forecast 
that the production of this season’s automobiles will be 
from 10 per cent to 15 per cent under the output of the 
season which has just passed. There is also the possi- 
bility of some further labor trouble in the industry, 
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although the curtailment of activity is having a chasten- 
ing effect upon would-be trouble-makers. On the whole, 
it is likely that the automobile companies, General 
Motors included, will report profits for 1938 moderately 
below those to be shown for 1937. Dividends, of course, 
will follow the trend of profits and du Pont, which last 
year received $3.75 a share on its General Motors invest- 
ment, may have to be content with less. 

E. I. du Pont de Nemours & Co. is just as impressive 
from an earnings and financial standpoint as it is from 
the physical and holding company standpoint. The 
present company has paid dividends in every year with- 
out interruption since its formation in 1915. It never 
reported red figures even during the worst of the de- 
pression. For 1936 income from du Pont’s own opera- 
tions totalled $52,965,490: it received $44,004,389 from 
General Motors: while total net income after all charges 
and taxes was $89,884,449. This, after deducting divi- 
dends on the debenture stock, was equivalent to $7.56 a 
share on the average number of common shares out- 
standing during the year. The showing made a very 
favorable comparison with the $5.04 a share of common 
reported for the previous year. 

From what is known of the results for 1937, du Pont’s 


| aggregate net income has been about the same as in 


1936, but there has been considerable change in the 
individual items making up this net income. For the 
first nine months of 1937, operating income of some 
$47,000,000 was roughly $9,000,000 ahead of that in the 
corresponding previous nine months. Over the same 
period, however, income from the General Motors invest- 
ment declined from $29,300,000 to $22,000,000. On a per- 
share basis the final result in the first nine months of 
the last year came out $5.33, against $5.31 in the first 
nine months of 1936. 

Since du Pont’s report for the first nine months was 
compiled, General Motors has declared a dividend of 
$1.50 a share, or the same as was distributed at the 
previous year-end. Hence, General Motors’ payments, 
running behind 1936 to the extent of 75 cents a share at 
the nine-months mark this year, will be no more behind 
at the end of 1937. In other words, so far as the General 
Motors dividend is concerned, all the bad news was 
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Air view of the du Pont 





rayon plant at Richmond, Va. 





Du Pont's Major Departments and Divisions 


(In order of sales volume for 1936) 


Fabrics & Finishes Department. 


Pyroxylin finishes. Paints and varnishes. ‘‘Fabrikoid,"’ pyroxylin-coated fabrics. 


Organic Chemicals Department. 
Dyestuffs. Tetra-ethyl lead. Ethyl alcohol. 


Rayon Division of the Rayon Department. 
Viscose and acetate rayon. 


Grasselli Chemicals Department. 
Inorganic heavy chemicals. Acids. Zinc and zine products. 





Explosives Department. 
Commercial explosives only. 


“Cellophane” Division of the Rayon Department. 


The R. & H. Chemicals Department. 
Electro-chemicals. Chlorinated solvents. Ceramic colors. 





Plastics Department. 
Various plastic materials and articles fabricated therefrom. 


Krebs Pigments Department. 
Lithophone. Titanium dioxide. Dry colors. 


Ammonia Department. 
Synthetic ia. Methanol. Higher alcohols. 


Smokeless Powder Division of the Explosives Department. 
Sporting and military powders. 








absorbed during the first three-quarters of the year. 
This leads one to conclude that despite the decline in 
business which is an adverse factor in the fourth quarter, 
du Pont’s earnings for the full year 1937 may well be 
closer to $8 a share than to the $7.56 shown for 1936. 
Out of this the company has paid dividends aggregating 
$6.25 a share, compared with $6.10 a share in 1936. 

Last June, du Pont issued 500,000 shares of $4.50 
cumulative preferred stock at $100 a share. The funds 
so raised were for general purposes, although undoubt- 
edly with an eye to the tax on undistributed profits 
which might prevent the retention of earnings for work- 
ing capital or the expansion of plant except at a pro- 
hibitive cost. Senior to the preferred there are 1,092,948 
shares of 6 per cent debenture stock of $100 par value. 
The company itself has no funded debt, although a 
subsidiary has an insignifi- (Please turn to page 390) 
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A 10 per cent increase in freight rates on the 


basis of 1936 traffic would yield enough to meet 


one-half of railroad fixed charges. 


What the Freight Rate Increase 
Would Mean to Rail Earnings 


BY RALPH 


(am Interstate Commerce Commission is expected to 
hand down a decision by February 15 on the most im- 
portant rate case in many years. The railroads have 
requested rate increases estimated to lift total gross 
revenues from freight service by approximately 15 per 
cent, on the basis of 1936 traffic. Pending also is the 
issue of an increase of % cent per mile in passenger fares 
on Eastern carriers. 

There are strong grounds for believing that the Com- 
mission will authorize at least a substantial proportion 
of the freight rate increases requested. It is widely 


doubted that the request will be granted in full. Although 
there is, of course, no basis for forecast, the most com- 





Courtesy Baltimore & Ohio R.R. 


View of Locust Point yards of B. & O. R.R. 
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MERRILL 


mon guess in financial and railroad circles is that the 
increase will approximate 10 per cent. 

Expressed otherwise, if this guess is near the mark, 
rail revenues on a volume of traffic equal to that of 
1936 would be some $300,000,000 a year larger than they 
were in 1936. The importance of such a sum can be 
realized when it is noted that total fixed charges of all 
Class I roads are only moderately more than $600,000,- 
000 a year. If all railroads were reorganized overnight 
so as to cut total fixed charges in half, that would be 
sensational news of tremendous significance to rail earn- 
ings and credit. The effect of a large and permanent 
rate increase is somewhat similar, with the difference 
that it will be paid for by ship- 
pers and will benefit all owners 
of railroad securities, whereas to 
get the same financial results by 
reduction of fixed charges would 
involve acceptance of heavy 
losses by owners of junior bonds 
and stocks. 

It need hardly be said, how- 
ever, that in viewing the rail- 
road problem rates are by no 
means the whole story. The 
available traffic volume will con- 
tinue to be the most important 
variable affecting rail income. 
However onerous has been the 
rise in wages of rail labor, i 
prices of materials and supplies 
and in taxation, present costs 
would not preclude recovery of 
sizable earnings by sound car- 
riers—provided they had _ the 
benefit of normal traffic. It 
must not be forgotten that for 
seven years the railroads have 
been operating with general 
business activity averaging less 
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than 75 per cent of normal. 

In the great depressions of the 
past, three or four years of 
equally inadequate traffic would 
have bankrupted many more 
roads than have entered re- 
ceivership since 1929. The fact 
that failures were less numerous 
in this depression has been due 
in part to Government loans, 


but in still greater part to in- Chesapeake & Ohio.............. 


: : Coane GNI W.. . oie cs. cceees 
creased operating efficiency and a... 
better cost control. oe See 


Measured by revenue ton- 
miles, freight traffic in 1936 was 
some 24 per cent less than in 
1930 and 30 per cent less than 
in 1926. On the same basis traf- 
fic for the past seven years has 
averaged some 26 per cent less 
than in 1930 and 45 per cent 
less than in 1926. That is a vital 
margin of difference in volume 


OS ere 
Louisville & Nashville.......... 
Missouri Pacific......... ; 
New York Central... .. 

Northern Pacific............. 
Norfolk & Western 
Pennsylvania... ... , 
ae ; 
Southern Railway..... 
Southern Pacific... ... 
Union Pacific. . . 


RE ee 
Atlantic Coast Line............... 
Baltimore & Ohio................ 


This Is How Higher Freight Rates Would Affect Leading Rail- 
roads on the Basis of 1936 Operating Statistics 


1936 Charges With10% With 15% 1936 Net With 10% With 15% 
Times Rate Rate Per Rate Rate 
Covered Increase Increase Share Increase Increase 

Reto 1.77 2.75 3.23 $1.56 $6.60 $9.05 
ee 1.29 1.76 2.00 2.33 5.93 7.86 
wate 1.14 1.56 1.74 85 6.38 8.57 
ea 5.27 5.93 6.27 5.72 6.61 7.06 
ave -42 87 1.05 Def. Def. Def. 
aes 98 1.40 1.61 Def. 1.83 2.80 
eee 1.15 1.58 1.78 Def. 3.92 6.00 
iets 1.56 1.95 2.15 3.99 6.84 8.67 
1.04 1.56 1.81 Def. 6.77 8.76 

ere 1.18 1.65 1.88 1.09 3.95 5.38 
Pt er 1.92 2.50 2.80 8.23 12.82 15.38 
Pee -62 95 1.12 Def. Def. Def. 
1.16 1.56 1.74 1.79 6.16 8.40 

1.13 1.50 1.64 73 2.81 3.62 

15.82 18.04 19.11 22.88 26.41 28.12 

1.49 1.85 2.04 2.94 5.18 6.30 

1.75 2.25 2.50 2.65 5.80 7.36 

rats 1.26 1.82 2.11 1.01 8.38 12.06 
pas 1.47 1.86 2.03 3.84 6.90 8.22 
2.51 3.35 3.85 8.20 13.03 16.18 





of business for any industry in 
which funded debt makes up a 
substantial proportion of total capitalization. 

If 1938 traffic remains in the present depression zone, 
the best that can be said is that, granted a rate increase, 
the railroads as a whole will lose less money than they 
would lose without a rate increase. Assuming extended 
depression, the rate increase would be most important 
to junior bondholders in quite a few border line roads; 
that is, roads for which the rate increase would mean 
the difference between covering fixed charges and failing 
todo so. At the other extremes we have a minority of 
strong roads—such, for example, as Norfolk & Western, 
Chesapeake & Ohio, Union Pacific, Atchison—whose con- 
tinued solvency is not the least dependent on a rate 
increase; and the receivership roads which are so heavily 
over-capitalized that, regardless of any conceivable rate 
increase, they will still have to go through the wringer. 

Contrary to public impression, the pending issue does 
not involve a 15 per cent horizontal increase in freight 
rates. The petition limits the advance on certain speci- 
fed commodities, including bituminous coal and coke, 
anthracite coal, lumber, sugar, fruits and vegetables. 
For this reason, and because of territorial variations in 
the composition of traffic, the percentage increase in 
gross freight revenue resulting from favorable I. C. C. 
action in the present case will vary rather widely from 
road to road. For example, the estimated maximum in- 
crease for Southern Railway, on basis of 1936 traffic, 
would be 18 per cent of 1936 freight revenues, as com- 
pared with only 8 per cent for the Chesapeake & Ohio, 
with 10.2 per cent for Southern Pacific, with 10.5 per 
cent for Louisville & Nashville, with 14.3 per cent for 
Baltimore & Ohio, with 12.8 per cent for New York Cen- 
tral, with 13.2 per cent for Pennsylvania, with 14.5 per 
cent for Atlantic Coast Line and with 13.8 per cent for 
Northern Pacific. 

The bituminous coal roads will get the least help. 
None can object to this since such first class systems as 
Norfolk & Western, C. & O., and Louisville & Nashville 
ate least in need of help. Roads for which fruits, vege- 
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tables and lumber make up an important proportion of 
traffic will also get less than average revenue increase. 
For the majority of systems, maximum increases average 
between 13 and 14.5 per cent of 1936 freight revenues. 

The table accompanying this analysis shows 1936 
fixed-charge coverage and common stock earnings—if 
any—for twenty railroads, and shows how the 1936 
results for each would have been changed by a 10 per 
cent freight rate increase and by a 15 per cent rate in- 
crease. It must be emphasized that these are not esti- 
mates of what 1938 railroad results will be. They merely 
give a picture of what would be possible on a traffic- 
cost set-up identical with that of 1936. Not even the 
best informed railroad man in the country could fore- 
cast the 1938 yield of any specified rate increase, for the 
simple reason that nobody knows what 1938 freight 
traffic will be. Moreover, if the traffic and cost factors 
were identical with those of 1936, reported income of 
the roads would hardly make as favorable a showing as 
the table implies, because maintenance expenditures are 
partly optional and most roads would promptly take 
advantage of any important increase in revenues to 
spend for improving the properties. To the extent that 
maintenance increases above the unavoidable minimum, 
net income is pulled down. 

It is somewhat confusing and misleading to discuss 
the increase in railroad operating costs in terms of fixed 
sums per year. If 1938 traffic were the same volume as 
in 1936, one could estimate that rail labor costs might 
be something like $130,000,000 higher than in 1936. 
But while wage rates may be fixed and rigid, employ- 
ment is not and neither is the unit cost of labor. If 
1938 traffic is lower than in 1936, rail employment will 
be lower and the estimate of $130,000,000 increase in 
labor costs will be somewhat above the mark. Simi- 
larly, improved operating efficiency can work toward 
lower unit labor cost, although this is a longer range 
trend. Mainly because of a high Social Security levy, 
rail taxes will be higher in 1938 (Please turn to page 390) 
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The Monopoly Hunt Is On 


Government's Drive Against Business "Bigness” 
Hits Variety of Corporations and Industries 


BY RAY 


a | ; 
ONOPOLY” has again become the favorite pastime 
at Washington, although the game has been played so 
often up and down Pennsylvania Avenue that even issue- 
seeking politicos long ago lost interest in it. But under 
a remarkable presidential decree—remarkable in view 
of the NRA philosophy encouraging agreements on 
wages and price—the government’s law officers have set 
out to demonstrate that the rising prices supposed to 
have slowed up recovery derive directly from artificial 
manipulation of the processes of production and distri- 
bution. 

Although certain industries have seemingly invited 
such an indictment, the new hunt has political as well 
as economic implications. Mr. Roosevelt apparently 
seeks a scapegoat for the current depression, and has 
seized upon this problem as the cause of all our woes. 
After waiting almost a twelvemonth from the time when 
he was first warned of inflationary trends, on November 
16, 1937, he ordered the Federal Trade Commission to 
ascertain whether a “marked increase in the cost of 
living during the present year, as compared with recent 
years past,” was “attributable in part to monopolistic 
practices and other unwholesome methods of competi- 
tion.” In view of the White House delay, the request 
appeared like a move to dig up a suspect rather than to 
recover the stolen horses. By this time the recession 
had assumed a political proportion—and threat. 


Fright Over Prices 


The detailed chronology of the crusade is curious for 
the light it casts upon an inquiry launched at the very 
moment when presidential pals are begging for less 
rather than more turmoil as an aid to recovery. It was 
almost a year ago that one of Mr. Roosevelt’s confiden- 
tial economists took fright at the upward movement of 
prices, due largely to the government’s relief, monetary 
and labor policies. Not until April, however, did he 
submit a written warning to the White House in which 
he forecast a cycle of increasing costs, curtailed pur- 
chasing and a falling off in production. His memoran- 
dum suggested, almost as an afterthought, that some of 
the increased prices were due to “monopolistic devices.” 

Mr. Roosevelt exhibited no excitement over the refer- 
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ence to monopolies. He simply announced, on April 2, 
that the prices of “durables” were too high, and he pro 
posed to check the movement by closing down P WA 
construction and RFC loans. In his discussion of the 
situation with the press, he did not mention, the belief 
that corporate crushing of the competitive spirit and 
system was responsible for the h.c. of 1. 

Nor was Attorney General Cummings unduly excited 
at this time (April, 1937). In fact, not until an inquis- 
tive member of the press asked about it did Mr. Roose 
velt recall that, almost a year before, he had requested 
his chief law officer to investigate charges of collusion 
in bidding on PWA steel contracts. The President 
vaguely remembered the incident, but admitted that no 
answer has been forthcoming. Three weeks later the 
Attorney General submitted a negative report. 

“This department,” said Mr. Cummings, “has con 
ducted an extensive investigation over a large part of 
the country, which included examination of the corre 
spondence, files, minutes of directors’ meetings and other 
records of 38 large steel producers, and interviews with 
48 steel fabricators, 66 jobbers, many large consumer 
and the directors who were present at the June meetings 
of the American Iron and Steel Institute. 

“After examining the information obtained in the 
above manner, I conclude that the investigation has no 
produced sufficient evidence admissible in civil and crim- 
inal litigations to make advisable proceedings in court 
or under anti-trust acts, as they have been construed by 
the courts. 

“The question before us is, however, broader than thal 
of identical bidding in the steel industry. The type 
practices complained of in this instance is widespreal 
throughout many of the basic industries of the country. 
The difficulty in correcting this situation raises the wholt 
question as to the adequacy of the present anti-trust 
laws for the solution of the monopoly problem as it no¥ 
exists in the United States.” 

The A.G.’s recommendation, including a proposal thal 
a committee be named to study the “adequacy, enforce 
ment and desirability of amendment, extension and clat- 
fication” of the anti-trust laws, was received, hurled into 
the headlines—and filed. Through the summer cat 
sporadic flings at concentration of industrial wealth and 
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power, with Robert H. Jackson, 
Assistant Attorney General in 
charge of the anti-trust division, 
directing the chorus. But even 
he did not grow hysterical, as his 
specific suggestion for meeting 
the problem shows. 

Mr. Jackson contends that 
simple amendment of the Clay- 
ton and Sherman acts are insuf- 
ficient. He maintains that 
Congress must overhaul various 
other statutes which, in his opin- 


ilege—the tax, tariff and patent 
laws. Obviously such an under- 
taking would require many 
years, and was not advanced to 
head off the monopoly menace 
later en- 
visaged. 

As the recession grew more 
severe, the official tune changed; 
it became a dirge. Secretary 
Ickes blamed the nation’s trou- 
bles on the “greed of corpora- 
tions.” So did Secretary Wal- 
lace. On November 16 came the 
President’s official recognition 
that “monopolies” were destroy- 
ing the economic balance, and 
his order to the Federal Trade 
Commission. On December 14, 
addressing the American Farm 
Bureau Federation, Chairman Marriner S. Eccles of the 
Federal Reserve Board played the role of White House 
“finger man” in the drive against Economic Enemy No. 
1. Said he: 

“Broadly speaking, I feel that the resumption of an 
orderly recovery depends upon the adjustment down- 
ward of those monopolistic or controlled prices and wage 
rates which still remain too high in relation to consumer 
purchasing power, and an adjustment upward of such 
prices and wage rates as may be too low in relation to 
the cost of living. The policies of the government, agri- 
culture, business and labor, to be successful, must be 
directed toward the objective of restoring and maintain- 
ing a better balanced economy that will make for a 
greater production and distribution of real wealth.” 

Now—to use a police reporter’s phrase—the dragnet 
was out and the cops were frisking all suspects. Any- 
body with a price list in his pocket became an object of 
suspicion. And as the Federal Trade Commission and 
Department of Justice stage their annual contest for 
prestige and headlines in this pursuit of “malefactors of 
great wealth”—the Roosevelt complex once more—the 
scope of the chase will constantly widen. 

Although Mr. Cummings’ indictments of the Standard 
Oil of Indiana, the Aluminum Company of America as 
well as Ford, Chrysler and General Motors with their 
associated financing companies has produced sweeter 
publicity so far, the Federal Traders will undoubtedly 
dig deeper into the industrial structure in their search 
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for Rooseveltian evidence. Before they complete their 
inquiry, they will have overhauled all the building sup- 
ply industries—steel, cement, brick, lumber, roofing— 
and poked through the books of manufacturers and 
retailers of all foods. In their investigation of the prices 
of agricultural machinery they will necessarily contact 
all handlers of farm tools. The scope of their inquiry 
under the presidential order is as broad as industry itself. 

The commission is still engaged in outlining procedure, 
but details are fairly well known now. They will study 
the data assembled by various government departments 
—PWA, WPA, Treasury Procurement, Labor, Com- 
merce, the Army and Navy—and also peruse evidence 
collected by purchasing agents for states, cities and coun- 
ties. Most of this material relates to the submission of 
identical bids (which most New Deal officials accept as 
proof of collusion), and it will constitute the essentials 
of the Roosevelt case against monopolies. Here are a 
few examples already under microscopic scrutiny: 

When the state of North Carolina asked for bids on a 
500,000-barrel order of cement, for delivery at scattered 
points where projects were under construction, twelve 
companies submitted identical figures. Since there were 
about 100 different jobs to be served, this meant that 
there were approximately 1,200 different offers. All but 
one company turned up with the same estimates, and the 
twelfth revised its figures to match its rivals when it 
learned of its mistake. 


The first call for bids on (Please turn to page 396) 
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How the Charts 
Interpret Steel Stock Prospects 


Formations of U. S. Steel and Bethlehem Compared 


BY 


| eye were written last month when “Lucy,” one 
of Andrew Carnegie’s oldest blast furnaces, was dis- 
mantled. It seems Carnegie had a penchant for naming 
furnaces with sentimental names and Lucy was the 
spouse of Thomas, his brother. But who Lucy was is 
immaterial. The point is the significance of her demise 
which calls to mind the time worn “Blast Furnace 
Theory.” 

In past years the number of furnaces in blast was con- 
sidered highly valuable in its ability to forecast business 
and market trends. It is easy to remember not so many 
years back, the weekly thumbing through the steel peri- 
odicals to note and compile the various shut-downs and 
blow-ins of furnaces. 

During an uptrend, furnace activity was carefully 
watched to note when the number of furnaces in blast 
exceeded 60% of the total. This point had the equiv- 
alence of waving a checkered flag to the automobile race 
driver to indicate the last lap. After reaching the 60% 
level, interest rates on short term borrowings stiffened 
and it was only a question of time before the increase 
in money rates found reflection in curbing stock market 
and business activity. It could then be assumed with 
relative certainty the stock market was nearing a top 
and business activity nearing its peak. Conversely, 
when the number of furnaces in operation passed the 
60% mark on the way down, the first evidence of hope 
was available that the recession in business was nearing 
its low point. 

Technological developments have been a factor, but 
for the most part, rigid control of interest rates by the 
New Deal has, unconsciously but effectively, blasted the 
“Blast Furnace Theory.” Interest rates have ceased to 
be a factor, at least temporarily, in determining market 
action. So, in addition to Lucy’s demise, the theory has 
outlived its usefullness as a barometer. 

Scrap iron and steel prices at one time held a definite 
relationship with stock market prices but this barometer 
now also is out of gear. The accelerated growth of arma- 
ments in foreign countries has made heavy inroads into 
our scrap supply and by necessity prices have been dis- 
torted. The increased use of scrap in alloy steels has 
also exerted some pressure on this barometer. Thus, 
with the blast furnace theory invalid and the scrap steel 
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relationship to stock prices distorted to a degree where 
its significance is at least reduced, other means must be 
devised to estimate the extent of cyclical trends in com- 
mon stocks. 

In the past stocks have always been a purchase at a 
time when little or no steel was being produced. Being 
a feast or famine industry, the famine periods were, 
and are, the buying points. When it was impossible 
for a Pittsburgher to read the numbers on a stock certifi- 
cate without illumination of some kind because of the 
heavy pall of smoke overhanging the Alleghany and 
Monongahela Valleys it was time to get rid of that 
certificate. This axiom should hold true in present times. 

In the current situation we have just witnessed one 
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of the swiftest relapses of steel operations in history. 
Whether the drop in market prices or the drop in steel 
operations was the cause or the effect is a moot question. 
We do know steel operations at 23.5% are but 10 points 
in percentage above the lows of 13% established in 1932. 
We also know that the decline from 1929 to 1932 cov- 
ered a period of three years and it could not be charted 
as a perpendicular line. There were intermediate recov- 
ery periods throughout the drop. The velocity of the 
drop from 85.5% on August 8rd of this year to 23.5% 
at the present time was almost breath-taking. Surely 
we do not have 1932 conditions immediately ahead of us 
but what indications do we have that a reversal of trend 
is at hand? 

Just remember the fact that stocks in the past have 
been a purchase when little or no steel was being pro- 
duced, and then we shall scan a three point chart of 
Bethlehem Steel and U. S. Steel. 

A three point chart has been used to portray the 
market action to compress the action of both stocks 
into the limited space available for these charts. Such a 
chart is in reality an adaptation of a one point chart 
except that it registers every three point change in price 
continuing either in an upward or downward direction 
when at least three points are traversed, all lesser move- 
ments being disregarded. When the stock moves three 
points or more in the direction opposite to the previous 
trend it is registered on the chart. Thus, in the chart of 
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Bethlehem Steel the month of August opened with the 
stock at 99. The next move carried to 102 and was so 
charted. Here the trend reversed and a decline of more 
than three points necessitated a charting to 96. Then 
a three point move to 99 was charted and a down-swing 
to 87 was the next move. This is almost self-explana- 
tory from the accompanying chart. 

Now we have the picture before us, the decline from 
102 in August to 41 in October has been halted and after 
false downward penetration of the diagonal parallel 
trend lines an upward penetration resolved itself into a 
sound base formation throughout November. On the 
three point chart, a succession of higher bottoms, at the 
41, 43 and 44 levels respectively, was the first encourag- 
ing feature. 

A wide trading range then became apparent between 
the limits of 44 and 57. A final penetration of this 
trading range upside at 58 gave the second bullish impli- 
cation that the next move would be upward. 

After the breakout at 58, however, there was a dis- 
couraging decline to 55, reflecting the temporary uncer- 
tainty created by the “Panay” incident. Unexpected 
bad news of this kind did not nullify the bullish implica- 
tion however and the reversal at 55 to carry the stock 
to 63 now fully confirms the previous move out of the 
trading range. Some resistance can be expected at the 
63-64 level, but with an established base of this size, the 
logical medium term expectation is a continuation of 
the upward trend. 

It is worthy of comment at this juncture that Beth- 
lehem Steel showed stronger than market action in that 
the lows of October 19th were not penetrated in the 
November decline when the majority of market leaders 
and averages made new lows. This in itself strengthens 
the base formation picture and the expectation of higher 
levels over the medium term. 

In the chart of U. S. Steel we have a somewhat differ- 
ent picture, particularly in its latter phases, the October 
19th lows were not only penetrated later in October 
in U.S. Steel common but new lows were also established 
in November. While these new lows were being made a 
succession of higher tops was registered, with the result 
that a reverse triangle or five point reversal of trend 
was revealed. All five points have been made at this 
time but the chart picture will not be complete until 
point (4) (see U. S. Steel chart) is exceeded. This is 
also termed a broadening bottom and although a rare 
pattern it is one of the most significant in chart forma- 
tion. The technical indication in this case is that once 
point (4) is exceeded at 66 a substantial upward move 
can be expected. It may take a little time for the move 
to develop and its course may be irregular but eventually 
the pattern diagnosis of higher levels should work out. 
It is interesting to point out a five point reversal (points 
a-b-c-d-e) within the scope of the larger original pat- 
tern. A completion of the reverse triangle development 
in this instance at the 63 point would be a bullish signal. 
It would almost insure the completion of the larger 
formation by a rise through 66, and a substantial upward 
move, for the old rule is: the larger the triangle the big- 
ger the prospective move. 

Market action over the past week has definitely fav- 
ored Bethlehem Steel and for this reason the bullish 
pattern is completed with a (Please turn to page 395) 
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Cheap on Earnings and Prospects 


Demand for Its Products Relatively Well Sustained 


BY MUNROE E. 


+ ie about a year ago the common stock of Wheeling 
Steel was selling for about $40 a share. Acquired at 
that time, the shares in little more than three months 
would have shown a profit of better than 60 per cent at 
their 1937 high last March. But anyone so unfortunate 
as to have purchased the shares last March would have 
shown a loss of more than 70 per cent by mid-October 
when they reached their 1937 low of 19. Since then the 
shares have recovered to a level around 25. Yet during 
this comparatively brief period when the market value 
of the company’s shares was gyrating violently, earnings 
were staging a strong recovery, improvements and addi- 
tions to plant facilities were being undertaken, and a 
plan of recapitalization was formulated providing for the 
discharge of all accumulated preferred dividends. 

All of which would seem to raise a valid point—are 
the company’s shares, now selling about $15 lower than 
a year ago, a worthy speculative vehicle, or are they 
discounting a drastic and prolonged slump in earning 
power? While the answer to this question must of neces- 
sity be empiric, particularly in the present economic 
and political setting, a number of fairly logical assump- 
tions may be drawn from an analysis of the company’s 
salient features and prospects. 

Wheeling Steel is not one of the largest steel com- 
panies, ranking ninth at the end of 1936 in terms of ingot 
productive capacity. Wheeling, however, outranked 
such companies as Otis, Crucible, Sharon, Allegheny and 
Granite City. Moreover, Wheeling met the trying test 
of depression years as well as most of the larger steel 
units and in some instances did even better. On the 
strength of this phase of the company’s record, our first 
assumption then is that it should be able to turn in a 
similar performance should the current low level of steel 
operations be of extended duration. 

Wheeling Steel is properly classified as a “light” steel 
producer. Although perhaps less so than formerly, most 
people are still apt to think of the steel industry in 
terms of bridges, skyscrapers, locomotives, ships and 
numerous other heavy products familiarly known as 
durable goods. Yet the steel industry also means auto- 
mobiles, refrigerators, tin cans, fencing, nails and a veri- 
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table host of light products, many of which fall into the 
consumers’ goods classification. 

While the steel industry as a whole is most prosperous 
when demand for the heavier grades of steel rises above 
sub-normal levels, if it were not for the element of 
stability imparted by the more sustained demand for 
lighter steel products, the industry would have much 
less equilibrium than it does. In short, and even con- 
ceding that light steel products are the industry’s “|read 
and butter,” it by no means follows that a company 
engaged predominantly in the manufacture of light steel 
lacks the potentialities of a heavy steel unit. As the 
top of a normal recovery cycle is approached, sales and 
profits of the light steel manufacturer may show a ten- 
dency to level off, while those of the heavier steel com- 
panies acquire their greatest impetus, this characteristic 
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may be disregarded at this point 
on the grounds of its untimeli- 
ness. Meanwhile the market, 
for all practical purposes, may 
be said to be appraising all steel 
company shares on an equal 
basis and without regard for 
their relative prospects over the 
next six months. 

It is true that the present 
efforts of the Administration are 
being concentrated on stimulat- 
ing the capital goods industries 
and, per se, the demand for 
heavy steel, but if these efforts 
are attended by any measure of 
success their effects will not be 
confined to heavy steel manu- 
facturers and will be shared sub- 
stantially by the entire steel in- 
dustry, either directly or in- 
directly. In the meantime, of 
course, the demand for the 
myriad of light steel products 
should display a characteristic 
degree of comparative stability. 

Of particular significance, and 
pertinent to any discussion of 
the relative prospects of light 
and heavy steels, is the marked extent to which prac- 
tically the entire industry in recent years has enlarged 
its capacity to produce light steel, notably sheets and 
strip. The sheet-making capacity of the steel industry 
has more than doubled in recent years and was further 
expanded during 1937. The expansion and moderniza- 
tion of steel facilities, which have been so generously 
publicized in recent years, have been preponderantly in 
light steels, especially sheets. With the largest and most 
successful units in the industry willing to spend millions 
to enlarge their stake in lighter steels, the assumption, 
therefore, is that they have studied carefully the trend 
and the future possibilities in this direction and have 
laid their plans to conform with what they believe to be 
reasonably probable in the years ahead. Whether this 
trend forebodes increasing competition and narrowing 
profit margins for the established manufacturers of light 
steel, it is impossible to say with assurance; but that 
such a condition should develop in light steels, when it 
has failed to do so to any serious degree in structural 
steel and rails, where there exists a large excess pro- 
ductive capacity, seems rather unlikely. 

In favor of the heavy steel unit which has enlarged 
its light steel capacity, it may be said that it has 
double-barrelled possibilities. On the other hand the 
established light steel company has the theoretical ad- 
vantage of being predominantly identified with the divi- 
sion in which the entire industry anticipates the greatest 
growth in the future. That the industry will prove cor- 
rect in its diagnosis of the longer term outlook would 
seem to be at least a worthy speculative basis. 

About 75 per cent of the annual output of Wheeling 
Steel is accounted for by sheets, strip and tinplate, and 
of the balance 11 per cent is contributed by pipe and 
tubing and 10 per cent by wire and wire products. The 
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Ductillite Mill in operation at the Yorkville Works of Wheeling Steel. 


automobile industry has been the company’s chief cus- 
tomer, having taken on an average of 22 per cent of 
Wheeling’s annual output over the past five years. Last 
year sales to manufacturers of tin containers accounted 
for 19 per cent of the company’s output, an increase of 
about 3 per cent over the average for previous years. 
Companies identified with the oil, gas, mining, building 
and railroad industries are also listed on Wheeling’s 
order books, but the greater portion of output usually 
finds its way to the company’s various fabricating 
units where it is processed into a wide variety of 
products. 

These products range from barbed wire, railroad 
spikes and nails, drums, tanks, galvanized roofing, metal 
lath and shingles to galvanized tubs and pails, garbage 
cans, rubbish burners, shovels and shipping containers. 
It is hardly necessary to point out that these, as well as 
the products manufactured outside the company’s fold, 
but for which it supplies the steel, are for the most part 
sold directly to individual consumers and for which there 
is a fairly constant replacement demand. 

The company operates a dozen plants scattered 
throughout the Ohio River Valley, advantageously 
located to permit economical transportation by rail and 
water; it has a leasehold on iron ore properties located 
on the famous Mesabi Range, and estimated to have 
proven reserves of 4,000,000 gross tons; in addition the 
company’s interest in other Mesabi properties is esti- 
mated to contain an additional 17,000,000 gross tons of 
ore. The company owns coal properties aggregating 
about 45,000 acres and estimated to contain more than 
200,000,000 tons of unmined coal. 

In 1936, Wheeling spent, in addition to ordinary re- 
pairs and maintenance, about $4,300,000 for improve- 
ments and additions, and (Please turn to page 390) 
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The Paper Industry Treks South 


Leading Manufacturers Establish Profitable Mills 


to Operate on Southern Pine 


BY WILLIAM WREN HAY 


Ax industrial shift of major proportions is under way, 
as our paper industry continues its migration to the 
South, where pulpwood is cheap and plentiful. Ever 
since the publicity which attended the announcement 
of successful experiments for making bleached paper 
from southern pine, the establishment of mills in the 
South, by several important paper manufacturers, has 
occasioned increasing interest by investors. 

Many questions have been raised regarding the wis- 
dom of increasing our pulp making capacity at a rapid 
rate and doubts have been expressed as to whether the 
new mills could operate profitably or might not break 
the price structure of the whole industry. When we 
consider that one section of our paper industry will 
have increased productive capacity by two-thirds since 
1935, it would be wise to examine the economic aspects 


of this shift. 
Rapidly Growing Demand 


In the first place, it may be a surprise to know that 
during the early years of the depression cycle, a shift 
southward of even greater proportion than that cur- 
rently under way, took place; yet the augmented pro- 
duction was inadequate to supply the market in 1933, 
when consumption was much less than now. By 1935, 
when the latest development got under way, less than 
one-fourth of our pulp making capacity was in the 
South and this was less than 20 per cent of our annual 
‘pulp requirements. Moreover, 60 per cent of the South’s 
production of pulp, in 1935, was Kraft pulp. the un- 
bleached sulphate pulp used to make heavy brown 
wrapping paper, bags and shipping containers, and we 
had to import 30 per cent of our needs of Kraft pulp. 
From an estimated annual capacity in the South, in 
1935 of 1,200,000 tons of Kraft pulp, to over 3,000,000 
tons a year during 1938, is quite an expansion. By then 
five-sixths of our production of Kraft pulp will be sup- 
plied from mills south of the Mason and Dixon line. 

Our consumption of Kraft pulp has grown very rapidly 
and steadily (see chart) and, since the World War, 
the annual increase has been progressive, like compound 
interest at the rate of 19 per cent yearly. Demand so 
insistent as to create such rapid growth does not lose its 
force in a year or so and we may safely conclude that 
our use of Kraft paper products will cause our needs for 
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Kraft pulp to grow for some years to come. This is 
important because the present trend of consumption 
would result in absorbing all the new capacity within a 
year or so, though perhaps at the expense of some 
imports and of some older, inefficient mills in the North. 

The rapid growth, both in quantity and kind, of 
Kraft paper products is due to the strength and cheap- 
ness of Kraft paper and paperboard. The packaging of 
a great many foods and other products, and the advan- 
tages of paperboard containers over woolen cases for 
shipping have been the cause of our increasing use of 
paperboard of all kinds (see chart on opposite page) and 
Kraft paperboard has obtained a definite share of this 
market—a market that now takes about 40 per cent of 
our output of Kraft pulp. In addition, and this is one 
of the main reasons for increasing our production of 
Kraft pulp, it may now be bleached for making white 
papers such as newsprint and there is a growing market 
for this pulp in the rayon industry. 

The ¢ ‘istence of rapidly expanding markets for any 
commodity would not ordinarily have justified a spon- 
taneous move of such a large section of any industry as 
has recently taken place. There were two sound reasons, 
however, why the South beckoned to the Northern mills. 
A few years before the move started Dr. Charles H. 
Herty had perfected, in his Savannah laboratory a 
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method for making fine paper and newsprint from the 
slash pine forests that extend along the South Atlantic 
and Gulf coastal plain. About the same time, war clouds 
in Europe appeared to threaten our supply of imported 
Kraft pulp which we could scarcely do without. Conse- 
quently, the erection of the first new mill was started, 
late in 1935, by Union Bag & Paper Company. Southern 
Kraft Corporation, already operated a Kraft pulp mill, 
one of the earliest in the South, and this enterprise now 
has the largest tonnage of all. Other paper makers, long 
established in the North, also moved South. In the 
majority of individual cases this move was a _ step 
towards vertical integration to supply their own needs 
in raw materials because many of them formerly pur- 
chased Kraft pulp. Some of the new mills also own 
large areas of slash pine forest land for pulp wood, a 
further step in integration. 

The use of Southern pine as pulp wood increased 
three-fold during the worst of the depression, as may 
be judged by the following little table: 


“SOUTHERN PINE” Pute Woop 


1995 57 M. tons or 2 per cent of U. S. production 
1914 14] eg: ils 
1925 630 a || as a 
1935 2,010 AOS = . 


The potential available supply of this kind of pulp wood 
is estimated to exceed 7,500,000 tons annually. 

Probably the real underlying reason why so many 
prominent paper makers have moved South is the supply 
of fast-growing pulp wood which, by careful re-foresta- 
tion, may be perpetuated and thus assure the producers 
of a certain and cheap supply. Re-forestation in the 
slow growing spruce forests of our Northern woods, 
where it takes 30 to 40 years for trees to attain pulp 
wood size, is an expensive procedure compared to only 
15 to 18 years to grow Southern pine to useful size and 
where logging operations may be carried on the year 
round, 

It is estimated that there is a growth of slash pine 
convenient to seaboard to supply four or five times 
the present contemplated demand. Furthermore, many 
of the new mills are located within a short haul to large 
sources of cheap chemicals used in paper and pulp mak- 
ing, while others have near them petroleum and natural 
gas fuels. The South, too, has a large reservoir of labor 
at lower wages than those forced on the Northern mills 
by predatory union chiefs. 

Southern states now offer to pulp mills a_ virtually 
inexhaustible supply of pulp wood, plentiful and cheap 
chemicals and fuels; the commercial of Dr. 
Herty’s process for converting Kraft pulp into suitable 
pulp for all sorts of white papers will enable paper makers 
to take advantage of these pulp resources. Consequently, 
the present tendency in the industry is to go South and 
integrate. 

Among other mills just erected in the South is one 
by Champion Paper and Fibre Company, which pro- 
duces bleached sulphate pulp used in the manufacture 
of fine papers; Scott Paper Co. and Mead Corporation 
have a joint venture (Brunswick Pulp and Paper Com- 
pany) which will produce bleached pulp for part of 
the requirements of these well-known paper concerns. 


success 
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The latest development extending the production of 
Southern pulp mills beyond Kraft paper is the estab- 
lishment of a mill to make newsprint in Texas. Still 
another development is the manufacture of dissolving 
pulp used by the producers of viscose rayon as their 
primary source for cellulose. In 1935, over 125,000 tons 
of wood pulp was used by the rayon industry, mostly 
spruce pulp made on the Pacific coast. A mill is now 
under construction in the South to make nearly 100,000 
tons of dissolving Kraft pulp, thus releasing the north- 
west owning mill’s capacity for export. 

A number of paperboard mills have already been 
established in conjunction with new pulp mills. Among 
these are Southern Kraft Corporation and West Vir- 
ginia Pulp and Paper Company; Union Bag & Paper 
Company has balanced its pulp making capacity with 
paper making machines but shipped Kraft pulp to its 
Northern mills before the new paper machines were able 
to take all the pulp. 

Southern Kraft Corporation, as we have already noted, 
is the largest manufacturer of pulp and paper in the 
South. This enterprise started making Kraft pulp in 
the South as long ago as 1921 and on completion next 
year of its seventh mill will have a capacity of about 
one million tons annually. The sales of Kraft paper 
products by International Paper & Power Company, 
the parent concern, have (Please turn to page 393) 





Capacity of Southern Mills 








Annual 
KRAFT PULP Capacity 
Southern Kraft Corporation (7. mills) 1,000,000 tons 
(Subsidiary,’ International Paper & Power Company) 
Union Bag & Paper Corporation. 135,000 *' 
West Virginia Pulp & Paper...... 120,000 ‘' 
Container Corporation of America 40,000 ‘* 
National Container Corporation 60,000 ** 
BLEACHED SULPHATE 
Champion Paper & Fibre Co... 60,000 ‘* 
Brunswick Pulp & Paper Co... oes wi 45,000 ‘‘ 
(owned jointly by Scott Paper Co. and Mead Corporation) 
DISSOLVING PULP RAYON 
Rayonier, Inc............ 95,000 * 
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Will Martin Clippers Win Again? 


Stock of Successful Aircraft Manufac- 
turer Possesses Interesting Possibilities 


BY A. B. HARMON 


= with as little publicity as possible, five 
nations are competing in a race for supremacy over the 
air lanes between the United States and Europe. No 
less quietly, eight American aircraft manufacturers are 
engaged in a race to build the ships that will give 
America leadership. Make no mistake, although the 
first of the giant trans-Atlantic flying boats will prob- 
ably not be delivered before late 1939, it is a race; a 
race within a race. And at this early stage of the game 
the dark horse with perhaps “a step at the gate” would 
appear to be the Glenn L. Martin Company. 

The aircraft manufacturers’ star customers are and 
have been the Army and Navy. Domestic and foreign 
sales of U. S. military airplanes, engines and parts 
amounted in 1936 to about 68 per cent of total sales of 
roughly $77,000,000 and may go higher in 1937. Yet a 
prospective purchaser of aircraft stocks must remember 
that under the present procurement policies of the two 
Services, profits are not likely to average more than 
8 or 10 per cent and frequently 
result in heavy losses. Develop- 


backbone of the industry, the greatest profit potentiali- 
ties lie in foreign sales where profits are not restricted 
and where development charges have already been 
absorbed. 

Now, a new field is opening up. 

For a while it appeared that Pan American would 
develop a steppingstone service to Europe similar to 
its Pacific and South American airways, and in compe- 
tition with British Imperial, German Luft Hansa, Air 
France, and Dutch K.L.M. Recently, American Export 
Airlines Inc. tossed its hat into the ring. There are 
likely to be others for the stakes are large and there is 
a possibility of government subsidy. 

In early December, Pan American asked for bids on 
3 to 24 trans-oceanic flying boats capable of carrying 
100 passengers and other pay load on non-stop high- 
altitude flights of 5,000 miles. It would seem that the 
steppingstone idea had been discarded. 

Meanwhile, the Glenn L. Martin Company, having 





ment costs of fighting planes 
are high and by law new models 
may not be offered abroad until 
they have been in government 


Gross Sales of Glenn L. Martin Co. 








z 1937 1936 1935 1934 
operation about one year. Army 9 mos. 
contracts are more of a gamble 
than those of the Navy because a Ao, ee oy to es ee nine months 132,523 65,772 100,353 
the Army requires delivery of a REV ie concee seRaen cs bese yee sees s 515 not broken 4,295,413 716,001 2,599,002 
completed plane ready for tests 
flights. While the Navy awards Foreign ........-seeeeeeeeeeeeeenesees down 1,709,340 ........ 
its contracts oo the basis of ce ee errr re rrr Si 82,497 972,981 294,132 
design competition, under the “ — — ns 
Vinson-Trammell Act, the man- TOTAL ..........0.00sccecceccescceces $6,758,147 $6,219,773 $1,754,764 $2,994,132 
ufacturer must refund to the 
government all profits above 10 Earned per share .......-.eessecsesees $1.17 87 loss loss 
per cent on Navy contracts. Margin of profit ..........eceeececcees 15% 11.8% loss loss 


Thus it will be seen that al- 


—— 





though military orders are the 
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launched its 62,000-pound trans- 
port built for Russia, is working 
on a 100,000-pound flying boat, 
presumably for American Export 
Airlines. Nothing has been defi- 
nitely announced about this ship 
but it is rumored that it will 
have a wing spread of 188 feet 
and an over-all length of 110 feet. 
It will be powered by four 1,500 
H.P. motors and weigh over 
100,000 pounds. It is expected 
to carry a pay load of 10,000 
pounds and 15 tons of gasoline, 
permitting a 4,500 mile flight 
without refueling. It will be air- 
conditioned, sound-proofed, and 
contain sleeping compartments, 
lounge, galley, bar, recreation and 
observation rooms fully as mod- 
ern and luxurious as the newest 
streamlined trains. 

The non-stop flight to Europe 
with a profitable pay load and 
passenger rates comparable to 
those of the luxury liners is not 
a new idea to the man who heads 
the company that bears his name. It has been in the 
back of Mr. Martin’s head for years. The new Assembly 
Hall at Middle River, Baltimore, 300 by 400 feet long 
with headroom clearance of 40 feet, and having the 
greatest unobstructed span of girders of any aircraft 
factory in the world, is evidence of that, and of his 
forward planning and thinking. This new field of 
giant trans-oceanic flying boats now opening up finds 
the Glenn L. Martin Company ready and waiting. 
Whether or not they will obtain a fair share of the 
business, only time can tell. But they would seem to 
have at least a slight advantage. 

Let us suppose that the battles to be fought out in 
designing rooms against the elements are lost tem- 
porarily, and that no plane meeting the stern require- 
ments of trans-Atlantic passenger service is developed 
by anyone prior to 1940. What then? 

The Army plans, as outlined at Congressional hear- 
ings, to increase its number of serviceable planes from 
855, as of July 1, 1936, to 2,149 by June 30, 1940. 
Calculating on obsolescence and crashes, the Air Corps 
estimates that it must purchase well over 500 planes per 
year to achieve and maintain that goal. When JANr’s 
ALL THE Worwp’s Arrcrart, 1937 edition came out in 
December, ranking the United States first in both 
superiority of planes and numbers, Major General West- 
over, chief of the Army Air Corps, stated that the 
numerical rating was in error but that the Army “had 
procured more than 500 new planes during the year.” 

The Navy plans are to increase from 954 serviceable 
planes on July 1, 1936, to about twice that number by 
1940-2. Replacements for obsolescence and damage 
would call for annual purchases of over 400 planes per 
year. The Army and Navy funds available for pur- 
chase of aircraft and equipment if lumped together 
total $76,000,000 for the fiscal year ended June 30, 1937, 
and $81,000,000 for the following year. The future de- 
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Courtesy Pan American Airways 


The Martin-built China Clipper in flight over San Francisco Bay. 





mand by the aircraft manufacturers’ No. 1 customer, 
the U. S. Government, therefore seems assured. 

In the past, Martin bombers have sold pretty steadily 
to the two Services. Just before Christmas, the Martin 
company was awarded a Navy contract of $5,299,538 
for 21 planes. 

None of the purely domestic airlines own at present 
any Martin planes, so that we may neglect for our pur- 
poses this source of orders. 

The report of sales to the SEC in the table on the 
preceding page is interesting. In connection with margin 
of profit and per share earnings appended it shows that 
despite rising costs, the company’s trend of earnings 
is increasing satisfactorily with mounting sales. This 
appears to be due to the increase in foreign sales which 
are usually more profitable. 

The backlog of unfilled orders which stood at $11,- 
406,000 on June 30, 1937, has risen to $13,490,000 by 
the end of September. 

The company reported net earnings of $1,018,839 for 
the first nine months of 1937, equal to $1.17 on 870,041 
common shares. There are $820,000 six per cent notes and 
$185,000 long term notes ahead of the common. The 
6 per cent notes are convertible at the rate of 83 1/3 
shares for each $1,000, and if all were converted would 
bring the outstanding common up to 938,375 shares. 
Perhaps the notes—which have an over-the-counter 
market—might in time act as a slight brake on the 
market action of the stock due to arbitraging. How- 
ever, despite the higher markets of last spring, only 
about $159,000 have been converted from March 31st 
to September 30th, 1937. Holding the convertibles past 
their true investment value and waiting for the leverage 
to take effect seems to have influenced the majority. 

The stock, although relatively a newcomer to the 
Exchange, is now thoroughly acclimated. Its largest 
holders are Glenn L. Martin, (Please turn to page 392) 
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Super Streamliner 


The latest word in streamlined 
trains, Union Pacific’s City of Los 
Angeles, made its debut in New York 
City on the Saturday before Christ- 
mas. The train is nearly a quarter 
of a mile long, the locomotive alone 
accounting for 210 feet. Motive pow- 
er is supplied by Diesel-electric en- 
gines built by General Motors and 
General Electric and accommoda- 
tions for passengers afford every 
comfort and convenience of a hotel 
on rails. Compartments are sup- 
plied with radios and telephones; 
there is a barber shop and beauty 
parlor, a “gay nineties” bar and the 
newest “upstairs” Pullmans. If any- 
one subscribes to the belief that rail- 


Preswres, inc. 
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For Profit and Income 
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roading is a dying industry let them 
ponder the fact that in a single day 
35,000 people took the time to in- 
spect this new train, many of them 
waiting patiently on line for some 
time for the privilege of walking 
through it. 


Against the Trend 


Although the market as a whole 
has shown some recovery from the 
1937 lows, a number of issues have 
declined against the trend, making 
new lows daily. Prominent among 
such issues have been the shares of 
American Can and Continental Can. 
Weakness in this group apparently 
reflects doubt as to the probable de- 








mand for containers by leading food 
packers. It is also believed that the 
demand for beer containers has 
reached its peak and may decline to 
some extent in the months ahead. 
The shares of the two leading manu- 
facturers of carbon black, Columbian 
Carbon and United Carbon have 
made new lows, following the fourth 
successive reduction in the price of 
carbon black. At the present price 
of 21% cents a pound, the profit mar- 
gin is virtually nil. New lows for the 
shares of Reynolds Spring reflect the 
failure of directors to declare a 
year-end dividend, implying uncer- 
tainties in the company’s near term 
outlook, while similar market action 
in the case of Commercial Invest- 
ment Trust shares doubtless origin- 
ates in the marked slowing up in 
new automobile sales and a decline 
in the sales of various classes of con- 
sumer’s capital goods of the type 
which the company finances. 


Profits in Agriculture 


Lower prices for leading farm com- 
modities and the restricting effect 
which they are having on marketings 
are reflected in the latest figures cov- 
ering farm income. Cash income 
from farm marketings in November 
totaled $713,000,000, which com- 
pared with $907,000,000 for the prev- 
ious month and $749,000,000 in No- 
vember, 1936. Compared with 4 
year ago prices received by farmers 
in November averaged 11% lower. 
For the 11-month period, total cash 
income of farmers amounted to 
$7,445,000,000, an increase of nearly 
$600,000,000 or 9% over the same 
period of 1936. In the same period 
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Government payments 
amounted to $359,000,000, 
comparing with $251,000,- 
000 a year previous. The 
substantial enlargement in 
the purchasing power of 
the farmer has been an im- 
portant contribution to the 
national economy over the 
past year, a contention 
readily supported by the 
large sales gains recorded 
by leading mail order com- 
panies and manufacturers 
of farm equipment, auto- 
mobiles and motor trucks. 
Therefore, and unless the 
recent decline in farm 
prices proves more or less 
temporary, these industries 
will suffer a loss in farm 
sales. Although farm prices 
have declined, the things 
that the farmer buys have 
declined relatively less 
with the result that the in- 
dex of farm buying power 
compiled by the Depart- 
ment of Agriculture stood 
at 84 in November as com- 





Crown-Zellerbach .. . 


Loew's Inc. . 





Developments in Companies Recently Discussed 


Advance in the price 
of newsprint to $50 a ton on Jan. 1, should 
find favorable reflection in earnings during 
in the com- 


the four months remaining 


pany's fiscal year. According to recent 
reports, accumulation of newsprint inven- 
tories by publishers in the company's terri- 
tory has not been as great as in other sec- 


tions of the country. 


. . Earnings for the initial quar- 
ter of the current fiscal year have been 
estimated at about $1.75 a share as against 
$2.14 a share shown in the same period of 
1936, 
costs have risen sharply, Loew's has al- 


Although motion picture production 


ways been lavish in expenditures for fea- 
ture productions, relying on quality releases 
to offset higher than average costs. Recent 
releases have apparently not been as pop- 
ular as those a year ago but forthcoming 
productions promise to be up to the com- 
pany's 
has fallen off moderately but not to any 


usual standard. Box attendance 


Caterpillar Tractor . . 


Allis-Chalmers . . 


American Chain & Cable. . 


pared with 94 a year ago 
and 101 in January, 1937. 


serious extent. F 


American Tel. & Tel. . . . Company reported 
total installations of 15,285,600 at the end 


Chain Store Taxes Hit 
New High 


the company's history. 


of last November, the highest level in the 


Although installa- 


tions continue to gain, the rate of increase 


The Texas Supreme 
Court has ruled that the 
state tax on chain stores is 
valid. This tax ranges 
from $6 to $750 a store and 
tops by $200 the tax im- 
posed on chain stores by 
Louisiana, previously the 
highest in existence. More- 
over, the court held that 
chain stores were liable for 
all taxes accrued since the 


Administration 


has narrowed in recent months. 
American Locomotive .. . 
Standard Oil (N. J.) ... In the light of recent 


attacks directed against 


"bigness" and renewed vigor of "trust bust- 
ing" activities, it is interesting to note that 
in 1937 Standard Oil (N. J.) paid $65,650,- 
000 in dividends. 
year since the dissolution of the Standard 
Oil trust in 1911. 


This is more than in any 


. E. Myers & Bro. . 


. Company's net sales 
in November dropped some $1,000,000 be- 
low the 1936 level but for the eleven months 
the total of $60,708,124 compared with 
$49,807,126 for the same period of 1936. 
Earnings available for the common stock 
for the twelve months to Nov. 30, were 
equal to $5.93 a share, against $4.91 a 
share in the corresponding period a year 


previous. 


. Company's 1937 earnings 
have been estimated at approximately $5 
a share. Although new bookings declined 
in the final quarter, unfilled orders at the 
end of the year were reported to be nearly 
$23,000,000. 


. Company's re- 
port for the twelve months ended Sept. 30, 
last, disclosed net income of $3,676,992. 
After payment of preferred dividends, earn- 
ings applicable to the 986,707 shares of 


common stock were equal to $3.44 a share. 


. . Report for the com- 
pany's fiscal year ended Oct. 30, last, re- 
vealed net profits of $1,063,195, equal to 
$5.31 a share on 200,000 shares of common 
stock. The latest showing compared with 
net of $987,039, or $4.93 a share in the 
1936 fiscal year. 


Recent estimates 
place company's 1937 net at something be- 
tween $5,000,000 and $6,000,000. This show- 
ing would compare with $1,156,657 in 1936. 
Last year the company paid a total of $7 
a share on the preferred stock, reducing 
Indicated common 
would be 


arrearages to $26.75. 
stock earnings, on this basis, 


around $4 a share. 





law was enacted and dur- 
ing the period that its legal- 
ity was being contested. It has been 
estimated that the Texas tax will 
cost the Great Atlantic & Pacific 
chain over $225,000 annually. 





Inventory Write-Downs 


Stockholders must be prepared for 
some rather unpleasant surprises 
when annual reports begin to be is- 
sued. While the actual volume of 
business experienced no serious de- 
cline until the final quarter, re- 
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stricted sales volumes in the closing 
months of the year will, in many in- 
stances, have less effect upon profits 
than will the unavoidable inventory 
writedowns. Many _ companies 
stocked up heaviiy earlier in the 
year when the prices of raw mate- 
rials were rising and if they have not 
been successful in working over a 
good portion of these inventories, in- 
ventory losses may be quite heavy. 
Very few commodities, except steel, 
crude oil and gasoline, are selling at 


the levels which prevailed early in 
1937. Although commodities, by and 
large, had staged only moderate re- 
covery by the end of the year, even 
this slight upturn proved helpful to 
many companies, particularly rub- 
ber and tire manufacturers. Leading 
department stores and mail order 
houses do not end this fiscal year 
until January 31, and will therefore 
have the benefit of whatever further 
improvement in commodity prices 
occurs in that month. 











High Grade Bonds 


for 


Safety of Income 


Diversified Selections in Major Groups 


BY J. S. WILLIAMS 


i bond market as a whole has been steadily declin- 
ing now since the beginning of August. The decline was 
particularly abrupt during the months of October and 
November, although towards the end of the latter month 
and over the first week or two of December considerable 
ground was recovered. As this is written the rally ap- 
pears to be holding reasonably well. 

Yet, while this is a correct thumbnail sketch of the 
action of bonds in general, by no means does it correctly 
describe the action of all bonds. One may doubt whether 
the market has ever more clearly differentiated between 
high grade bonds and bonds whose caliber is somewhat 
lower than this. For example, even today, following 
some recovery from the low point, there is an untold 
number of second-grade bonds which are selling for less 
than half the price at which someone bought them in 
1937. On the other hand, take some of the best bonds 
at random: Atchison general 4s are off from a high of 
116 only to 108, Detroit Edison 4s from 111 only to 109, 
Pacific Gas & Electric 4s from 111 only to 108. There 
are many other issues whose percentage decline has been 
no greater than in the above instances. 

The question which interests the investor now is 
whether high-grade bonds can continue to maintain 
relatively satisfactory price levels or whether they are 
likely to be dragged down from this point, either by the 
market action of their less worthy contemporaries or by 
a sudden firming in money rates. Actually, there does 
not appear to be a great deal to fear on either score. 
A truly high-grade bond is one that is virtually im- 
pregnable, come what may. At such a time as the pres- 
ent when a fog of uncertainty surrounds the economic 
and political picture, such issues are sustained by the 
demand which springs from those who must have safety 
above all. 

As for the future of money rates, one can hardly forget 
that among the few consistencies of the present Admin- 
istration is a determination to keep money rates low. 
Cheap money is needed to facilitate the Government’s 
borrowing; it is required of all plans to stimulate housing 
and construction generally. In view of all that it means, 
and recognizing that Washington has the power to 
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achieve and maintain a cheap money objective, it would 
not seem that the bond buyer had much to fear as yet 
on the score of money rates. 

It is true, of course, that anything which might be 
done to raise commodity prices and the cost of living 
deprives the owner of fixed-income securities of purchas- 
ing power. This, however, is another story, and for 
those who require that their dollars be safe, rather than 
that the purchasing power of those dollars be main- 
tained in absolute stability, we give below short sketches 
of several high-grade bonds which might well fill the 
need. 


Standard Oil (New Jersey) Debenture 3s, 1961 


Yield to Maturity 
3.0% 


Current Price 
$100 


Fixed Charges Times Earned 
(Issued only in 1936) 


Standard Oil Co. (New Jersey) is a holding company 
whose subsidiaries in the aggregate make up what is 
probably the largest integrated petroleum business i 
the world. Operations cover all phases of the business: 
it produces, transports, refines and markets petroleum 
and its derivatives. Properties are widely scattered in 
many different countries, thereby giving the company 4 
decidedly international flavor. 

The debenture 3s of the Standard Oil Co. (New Jer 
sey) constitute the sole funded debt of the parent com- 
pany. They are outstanding with the public in the 
amount of some $85,000,000. They are not secured by 
mortgage, but their indenture contains provisions which 
protects them against the mortgaging of the corpora- 
tion’s property without at the same time securing the 
debentures. 

From the standpoint of earnings’ protection there art 
few bonds as strong as these. For 1936 the company 
reported a net income of some $98,000,000 after heavy 
bookkeeping charges. Because the debentures welt 
issued only in 1936, any specific figures for fixed charge 
times earned is apt to give a wrong impression. It 
obvious, however, that there is an enormous factor of 
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safety for the payment of interest on these debentures. 
Earnings are not available for 1937, for the reason that 
Standard Oil (New Jersey) publishes no interim reports. 
Valid estimates cannot be made because of the involved 
nature of the company’s business and because of its 
custom of making important adjustments at the end of 
the bookkeeping period. 

Although debentures of an industrial corporation sel- 
dom merit a bona fide investment rating, this is not true 
of those that have been issued by the Standard Oil Co. 
(New Jersey). In this particular case the smallness of 
the yield afforded is a reliable measure of merit. While 
the issue is callable at 103 there is no likelihood of the 
right being exercised for a long time. 


New York Telephone Refunding Mortgage 3'/4s, 1967 


Fixed Charges Times Earned 
1935 1936 1937 Est. 
7.3 10.0 10.0 


Current Price 
$103 


Yield to Maturity 
3.1% 


Operating throughout New York State and in a small 
portion of Connecticut, the New York Telephone Co. is 
an important subsidiary of the American Telephone & 
Telegraph Co. New York Telephone operates some 
two-and-a-half million telephones, more than half of 
which are located in New York City. 

The Refunding Mortgage 314s, due in 1967, are out- 
standing to the extent of some $25,000,000. They were 
issued last year for the purpose of retiring 250,000 shares 
of 644 per cent preferred stock and are secured by a lien 
on practically all the company’s property in New York 
State, subject to the prior claim of $61,000,000 Ist & 
General 444s, due next year. While the latter are call- 
able at 110, it is unlikely that any action will be taken 
prior to the maturity. At that time, however, one may 
expect an additional issue under the Refunding Mort- 
gage which will give to the existing bonds a first 
mortgage status. 

New York Telephone carries its physical properties 
at a depreciated valuation in excess of $500,000,000, so 
that the mortgage protection for some $86,000,000 in 
bonds could hardly be more impressive. Nor do the 
earnings of the company detract in any way from the 
strength of these bonds. Fixed charges were earned ten 
times over in 1936 and it is expected that about the 
same coverage will be shown for 1937. 

The Refunding Mortgage 34s of the New York Tele- 
phone Co. are callable at 106 through July 1, 1942, and 
thereafter until maturity at gradually decreasing prices. 
They are fully entitled to be rated as an obligation of 
the highest grade. 





Pacific Gas & Electric Ist & Refunding 3'/2s, 1966 


Fixed Charges Times Earned 
1935 = 1936 1937 Est. 


24 2.6 3.0 


Current Price 
$100 


Yield to Maturity 
3.5% 


Despite all the political persecution and recrimination 
towhich the public utility industry as a whole has been 
subjected, there are still a number of exceedingly sound 
Among them is 


ganizations remaining in the field. 
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Some Additional High-Grade Bonds 


Current Call Yield to 
Price Price Maturity 
American Tel. & Tel. Debenture 314s, 1966.... 100 10714 3.3 
Atchison Topeka & Santa Fe Gen. 4s, 1995.. .. 108 NC 3.7 
Chesapeake & Ohio Ref. & Imp. 31s, 1996... . 95 105 3.8 
Consumers Power 1st 3144s, 1970.............. 102 10814 3.4 
Inland Steel 1st 334s, 1961................... 103 105 3.6 
Lake Shore & Mich. Southern 1st. 314s, 1997... 97 NC 3.6 
Niagara Falls Power 1st & Ref. 314s, 1966...... 105 10814 3.2 
Pennsylvania R. R. Consolidated 4s, 1948...... 110 NC 2.9 
Philadelphia Electric 1st & Ref. 314s, 1967..... 105 10714 3.2 
Shell Union Debenture 314s, 1951............ 98 10214 3.7 


NC—Not callable. 





the Pacific Gas & Electric Co., which operates in North- 
ern and Central California and whose territory includes 
such important centers as San Francisco, Sacramento, 
Oakland and San Jose. 

Electricity provides the company with the greatest 
part of its annual revenues, some 70 per cent being so 
derived. Gas affords about 28 per cent of annual rev- 
enues, the balance being derived from miscellaneous 
sources. The company is an aggressive one. Its electric 
rates are among the lowest in the country, while in 
recent years it has taken important steps to substitute 
natural gas for manufactured gas, and by so doing has 
augmented earnings considerably. 

In no year between 1928 and the present has the 
Pacific Gas & Electric Co. reported fixed charges earned 
less than twice. If our estimate that fixed charges will 
be earned three times in 1937 proves to be correct, this 
coverage will be the highest coverage reported in the 
past ten years. 

The company is conservatively capitalized and is 
strong financially. Funded debt is about half the net 
capital account. The Ist & Refunding 34s of 1966 are 
outstanding in the amount of $35,000,000; they are one 
of several series similarly protected. These bonds are 
secured by a general lien on the properties of the Pacific 
Gas & Electric Co., subject to a minor amount of under- 
lying securities, and are a first lien on the properties 
formerly owned by the Mt. Shasta Power Corp. The 
314s of 1966 are redeemable through June 1, 1945, at 
107144 and thereafter at gradually decreasing prices. 
They may be considered a thoroughly sound investment 
yielding a fair income. 





New York Edison Co., Inc., Ist Lien & Refunding 
34s, 1965 
Fixed Charges Times Earned 
(Con. Edison) 
1936 1937 Est. 
2.8 3.2 


1935 
2.5 


Yield to Maturity 
3.1% 


Current Price 
$102 


The New York Edison Co., Inc., came into being in 
1935 as the result of a merger between the New York 
Edison Co. and the United Electric Light & Power Co. 
After an unusually short life the new organization was 
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merged in turn with the Consolidated Edison Co. of New 
York, which assumed the former’s outstanding debt. 

The Ist Lien & Refunding 344s, 1965, of the New 
York Edison Co., Inc., in addition to being an assumed 
obligation of Consolidated Edison, are, together with 
the bonds of another series, a first lien of $55,000,000 of 
United Electric Light & Power Ist Mortgage 64s. 
These 614s are secured by a first mortgage on practically 
all the property which was owned by United Electric 
prior to its merger. Further, the Edison 314s are a lien 
on substantially all the property of the old New York 
Edison Co., subject to certain prior liens. 

Not only do the New York Edison Co., Inc., 344s 
enjoy a strong mortgage position, but they are amply 
protected from the standpoint of earnings. A state- 
ment of earnings, other than that of the parent com- 
pany, Consolidated Edison of New York, is not avail- 
able, but the latter, which has assumed the bonds, is 
estimated to have earned fixed charges last year more 
than three times over. 

The Edison 314s, currently selling at 102, are callable 
at 105 up to October, 1945, and thereafter at gradually 
decreasing prices. Although the yield afforded is not a 
large one, the high caliber of the bonds is so definitely 
established that it precludes a materially higher return 
with the utmost in safety so long as the present ease in 
money lasts. 


Chicago, Burlington & Quincy R.R. General 4s, 1958 


Fixed Charges Times Earned 


1935 1936 1937 Est. Current Price 
1.2 1.5 1.6 $108 


Yield to Maturity 
3.4% 


Although the general position of American railroads 
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is not a particularly happy one at the present time, 
there are still roads that enjoy the distinction of having 
come through the depression with their fixed charges 
earned in every year and whose underlying bonds remain 
of high investment caliber. One such road is the Chi- 
cago, Burlington & Quincy. It is jointly controlled by 
the Great Northern and the Northern Pacific and 
operates some 9,000 miles of track extending west of 
Chicago. The Burlington enjoys considerable diversi- 
fication of traffic. Nearly half of the freight revenues 
are derived from manufactures and miscellaneous prod- 
ucts, about 20 per cent from products of mines of which 
bituminous coal is the most important single item, while 
a somewhat smaller percentage is derived from agricul- 
tural products. 

The principal reason why the Burlington’s bonds are 
of investment status—and have had this status during 
times of great depression for railroads as a whole—is the 
road’s conservative capitalization. When times were bet- 
ter, large sums of money were ploughed back into the prop- 
erty out of earnings. The General Mortgage 4s, due in 
1958, are outstanding in the amount of some $65,000,000. 
They are non-callable and are presently quoted on the 
New York Stock Exchange at about 108, giving a yield 
of 3.4 per cent to maturity. These bonds are a first 
mortgage on some 6,500 miles of track, including all 
equipment, yards, lands and terminals. They are also 
secured by a second mortgage on 1,600 miles of track 
and by deposit of a controlling interest in the Colorado 
& Southern. 

The financial position of the Chicago, Burlington & 
Quincy is an enviable one. It is obligated for no bank 
loans, nor to the RFC or other credit agency. Neither 
is it plagued by any imminent maturities of large size. 
All in all, the General Mortgage 4s of this road are to be 
considered a high-grade investment. 


Dow Chemical Co. Debenture 3s of °951 


Yield to Maturity 
2.86% 


Current Price 
$101 3% 


Fixed Charges Times Earned 
(Issued only in 1936) 


Dow Chemical is an important manufacturer of chem- 
icals, including pharmaceuticals, industrial chemicals, 
insecticides and dyes. The company uses salt water very 
largely as the raw material, and through constant and 
intensive research is adding new products to its evel 
growing list. It is estimated that some 50% of the 
world’s output of bromine is supplied by Dow, and from 
magnesium chloride the company produces magnesiul 
and alloys of this metal which are only two-thirds 4 
heavy as aluminum. In addition, the company has 4 
50% interest in the Ethyl-Dow Corp. which sells 1s 
products to the Ethyl Gasoline Corp. for the produc: 
tion of high-test gasoline. It is in the production o 
this anti-knock fuel that large quantities of bromine are 
used. 

The debentures, of which there are $5,000,000 out- 
standing, were sold in December, 1936, the greater part 
of the proceeds being allotted to the expansion and 1m- 
provement of plant facilities. It is too early to judge 
yet, therefore, as to the full (Please turn to page 395) 
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MINNEAPOLIS-HONEYWELL REGULATOR CO. 





Extraordinary 


Profit Growth 


Points to Promising Future 


Never a Loss in Forty Years 


BY NORMAN DIEHL 


EEE REGULATOR is an extraordi- 
nary company. There is so much in its background, in 
its record and in its products which is extraordinary 
that an analytical discussion virtually resolves itself into 
a series of sharp contrasts in which the company stands 
out as conspicuously as an evergreen tree on a winter's 
day. 

Minneapolis-Honeywell is reputed to be the largest 
manufacturer in the world of heat regulating and tem- 
perature control devices. As such the company offhand 
might be said to be engaged in a highly specialized 
business. The term “specialized”, however, frequently 
connotes a lack of basic importance 
and while this may well apply to cer- 
tain companies nothing can be further 
from the truth so far as Minneapolis- 
Honeywell is concerned. That is, un- 
less one is disposed to cling stubburnly 
to the belief that manually-fired heat- 
ing equipment is not obsolete, that oil 
burners, gas furnaces and coal stokers 
are a luxury and air-conditioning a 
well publicized innovation. Without 
the regulatory devices and safety con- 
trols of the type manufactured by this 
company, manufacturers of automatic 
heating equipment would be hard 
pressed to demonstrate any great ad- 
vantage for their wares over the old 
hand-fired furnace. 

The Minneapolis-Honeywell com- 
pany, however, antedates the oil burner 
by about a quarter of a century and 
the idea of thermostatic control of 
furnaces was born thirty-five years be- 
fore oil began to be used extensively 
as a fuel. As far back as the early 
1900’s the Electric Heat Regulator Co. 
(as Minneapolis-Honeywell was then 
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known) was advertising its products as “Oldest and 
Best”. The company has never lost the advantage and 
prestige which it gained as the pioneer in its field and 
is able to point with pride to its remarkable record of 
showing a profit in every year since 1896. 

Known in 1913 as the Minneapolis Heat Regulator 
Co., it was one of the myriad of small businesses scat- 
tered throughout the nation. Sales volume in that year 
was under $200,000. The company, however, was being 
nurtured on a diet of shrewd merchandising and by 
1919 sales had crossed the $1,000,000 mark. Although 
sales fell off sharply during the post-war slump in gen- 





Minneapolis-Honeywell finds precision in manufacturing is necessary to produce 
dependable controls. 
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eral business, the company shared handsomely in the 
building boom which followed. Sales rose above $2,000,- 
000 in 1926 and while many another company identified 
with the building industry was affected by the tapering- 
off in new building, following the 1926 peak, Minneapo- 
lis went right ahead and at the height of prosperity in 
1929 sales were more than $6,200,000. Even in 1932, 
the worst of the depression years, sales totaled some 
$3,600,000. Not bad at all for a “specialty” company. 

In recording such convincing evidence of 
progress and corporate vitality, the company 
was fortunate in having a far-seeing management 
able, fortuitously or otherwise, to chart a course 
which in the end was to prove the best possible. 
The management stuck closely to its own knit- 
ting, resisting any temptation to expand into 
fields other than its own, such as furnaces, oil 
burners or air conditioning. The value of re- 
search was early recognized and it has been the | 
consistent policy of the company to allot gen- 
erous sums for technological research, seeking [| 
to develop new products and improve old. The 
results are to be found in the company’s owner- * 
ship of more than a thousand patents and the 
continuous refinement which has been made in 
products. 

Even in its earliest days the company had competitors 
but it was not until it had graduated into the ranks of 
“Big Business” that the management began taking stock 
of competition with a view to turning it to their own ad- 
vantage. The first step in this direction was taken in 1927 
when the Minneapolis Heat Regulator Co. was merged 
with the Honeywell Heating Specialties Co. Just how 
logical this consolidation was may be appreciated from 
the fact that while Minneapolis was supreme in the field 
of regulators for damper-controlled furnaces and was 
bidding strenuously for oil burner business, the Honey- 
well organization, with important contracts to supply 
thermostatic control as regular equipment with oil 
burner units, had the inside 





its 


i 


dited with supplying 70 per cent of the controls for oil 


burners. Included among the company’s customers are 


not only the leading manufacturers of oil burning equip- 7 
ment, but makers of gas furnaces and coal stokers ag” 
well. In this phase of its business Minneapolis-Honey- 7 


well is head and shoulders above its competitors. 


With the domestic control business well sewed up, the | 
company began to explore the possibilities of new and ~ 
kindred fields. In 1931 it was in the market with electric | 
space-heating controls developed by its own en- 7 
gineers for use in large buildings and in the same ~ 
year acquired control of Time-O-Stat Controls 7 
Co., manufacturing a line of automatic tempera- 7 
ture controls complementing the Minneapolis 7 


line. 





Regulator Co. was acquired. Prior to that time Min- 
neapolis- Honeywell manufactured electric control devices 
exclusively, but with its entry into the manufacture of 


In 1934 Minneapolis-Honeywell thrust itself 7 
emphatically into the field of industrial heat-~ 
control devices by acquiring the Brown Instru- % 
ment Co., a small but well established organi- ~ 
zation manufacturing high temperature instru- 7 
ments for industrial uses, such as pyrometers, 7 
flow-meters, thermometers and pressure gauges. 7 

The most recent addition to the Minneapolis | 
fold was made early in 1937, when the National 7 


space-heating control devices, it shortly became appar- | 


ent that if the company were to obtain a worthwhile 
share of this business, it would have to include pneu- 
matic controls in its line. Pneumatic controls are con- 
siderably less expensive than the electric type. National 
Regulator, as a manufacturer of pneumatic controls was 
well regarded by the trade. 

Without question Minneapolis-Honeywell presents a 
solid industrial front. Yet also without question domes- 
tic controls are the backbone of the business, accounting 
for 75 per cent of the total annual output. Space-heating 
and commercial control equipment and devices make up 

the balance. Altogether the 








track in this rapidly growing 
and important field. With the 


PRICE 


company manufactures more 
than 3,000 different devices, 
which for their description re- 





consolidation the new organi- 
zation — Minneapolis - Honey- 
well Regulaton Co.—it became 
possible to direct a strong and 
concerted effort toward realiz- 
ing the possibilities of the luc- 
rative oil burner business. 

In the first full year of oper- 
ations, Minneapolis-Honeywell 
rolled up sales to the tune of | 
$5,204,815 and earnings of over | 
$1,000,000, a total which 


200 + 





PRICE RANGE 


was 


& EARNINGS RECORD 


quire a catalog weighing more 
than nine pounds. To produce 
these devices requires a rather 
elaborate manufacturing tech- 
nique, although one which does 
not appear to have created any 


handling of inventories is con- 
cerned. Also, the company has 
been singularly free from labor 
disturbances. Particularly to 
the point of this discussion is 





larger than the combined earn- 





ings of both companies in any 
previous year. Successful from 
the start, the company enlarged 
its chain of sales and service 
branches, concentrated selling 
efforts on manufacturers of 
heating equipment, jobbers and 
dealers and entrenched itself so 
strongly that today it is cre- 





DOLLARS PER SHARE 

















<—EARNINGS 
DIVIDEND 


‘$2 33 36 ‘36 In 
_'936 -37 FIGURES BASED ON NEW STOCK (Please turn to page 392) 


the ability of the company to 
transfer a substantial propor- 
tion of net sales to net profits. 
In 1936, net sales totaled 
$13,546,620, the largest in the 
history of the company and 
$4,500,000 more than 
record-breaking year 


about 
the 
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BUSINESS ACTIVITY 


M. W. S. Index (per capita basis) 





































































































With good progress already made toward 
reducing excessive inventories, the sharpest 
business slump in history appears to have about 
burned itself out. The final dip will probably 
be witnessed during the closing week of the 
year when a number of large producers, partic- 
ularly in the steel, textile, and automobile in- 
dustries, plan to shut down between Christmas 
and New Year's, but January should witness a 


rebound. 
* * *® 


By drastic curtailment of production during 
the past few months, the American business 
world has been making sensible amends for 
overstocking this Spring. This is in marked 
contrast with the poor judgment displayed in 
1930 and 1931, when production was maintained 
at a high level while the market for mounting 
inventories was being throttled by widespread 
wage reductions. This time payrolls, though 
unavoidably reduced by layoffs and shorter 
hours, are holding up better than production, 
so that enough purchasing power will still be 
left to assist recovery, once the process of 
liquidating excess inventories has been com- 
leted. Maintenance of the comparatively high 
level of prosperity abroad and in Canada should 
also help to shorten the depression in this 
country. 

(Please turn to next page) 
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HIGHLIGHTS 


INDUSTRY—Depression low touched 
during closing week of 1937. Some 
pick-up expected in near future, 
due to inventory replacements. 


TRADE—Fourth quarter dollar total 
of retail sales to be but little below 
last year. 1937 earnings perhaps 
a little better than 1936. 


COMMODITIES — Grains, cotton 
and leather advance gradually. 
Non-ferrous metals and other world 
staples still soft. 


MONEY AND CREDIT—High grade 
bonds little affected by slump in 
stocks and business. Banks by Gov- 
ernments. Loans and investments 
gain. 
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Business and Industry ‘ 
§ 
oe a PRESENT POSITION AND OUTLOOK 
Date Month Month Year 
INDUSTRIAL PRODUCTION (b) 7 
MOMS isosede Keslewkes Ee oes Sept. 110.3 113.0 104.8 (Contined from page 373) 
MAAS rgd ee en es ie, Oct. 93.5 100.8 98.9 
CRN an oa Gees oe oadias oe Oct. 112.6 108.0 105.2 Business Activity for November amounted to 
United Kingdom _................. Oct. 120.4 121.0 115.6 79% of the 1923-5 average—14% under Oc- 
ES SS SEE ee Oct. 78.7 76.3 77.2 tober, and also 14% under November 1936, 
SE a er ee Sept. 120.1 120.0 111.9 Present indications are that the fourth quarter will Rs. 
be only 12.5% below the closing quarter of 1936, P, 
WHOLESALE PRICES (h)....... Nov. 83.0 85.4 82.4 and that the total national income for 1937 will 
run about 6.5% ahead of last year. Taking the year 
COST OF LIVING (d) as a whole, it would thus appear that business 
aig GELS oe ature eee Nov. 89.0 89.5 85.8 profits for the most part will compare favorably a 
SD SES SE Ray ree nene ae Nov. 85.4 86.7 84.3 with 1936, while earnings even for the fourth LI 
DM De Coote ly ce, Nov. 89.1 89.2 81.4 quarter will not fall off greatly, except in special | 
MND Sei ass Rhos syales- ys Nov. 78.3 78.7 74.0 situations where drastic inventory write-downs | 
TE” | a ee ree Nov. 85.8 85.4 86.5 may produce heavy book losses. Naturally the 
SN Sore eM ae a Nov. 97.8 97.9 95.1 greatest inventory losses will occur among com- = 
Purchasing value of dollar....... Nov. 112.4 111.7 116.6 panies which carry the heaviest stocks of basic in- GI 
dustrial staples, average prices for which are now 
NATIONAL INCOME (e)......-| Oct. 96.5 97.5 89.6 17% lower than a year ago, and the smallest in- | 
NON-AGRICULTURAL IN- ventory losses are likely to be incurred among 
SRO ok cies so csen- Oct. 96.4 96.8 89.8 retailers most of whom are carrying stocks of mer- 
CASH FARM INCOME} chandise which is priced about 4% higher than 
Pei PARMCRENG. 6.05605 e ieee. Nov. $713 $907 $749 last year. ( 
Including Gov't Payments.......| Nov. 716 911 168 go ae te E 
Estimated for year 1937........ Nov. meee oot $7,920 B 
FACTORY EMPLOYMENT (f) Although retail trade during the first half of Oh 
Darable Goods................ Oct. 97.3 97.3 89.2 December fell measurably below last year, sales co 
Non-durable Goods. .......... Oct. 103.7 107.3 104.7 for November and also for the 10 days before a 
Christmas were not far from the 1936 level. South- a 
FACTORY PAYROLLS (f)..... Nov 89.3 100.2 90.5 ern States continue to make the most favorable 
(not adjusted) comparisons with last year, while the poorest 
showing is reported from the industrial middle i 
RETAIL TRADE West, where the slump in steel is cutting ‘ato pur- 
Department Store Sales (f)....... Nov 102 103 105 chasing power. Generally speaking, and es- 
Chain Store Sales (g)........... Nov 109.0 114.8 111.0 pecially in the East, lower priced goods are moving = 
Variety Store Sales (g)......... Nov 101.0 100.0 103.0 exceptionally well; but luxury and high priced ar- ELE 
Mail Order Salest............. Nov $86.9 $109.1 $84.8 ticles are suffering from lower Dividend declara- K 
oo | eee Nov 94.5 95.7 90.8 tions (which, in November, were 20% under last ay 
—— year), by stock market losses, and by political un- TR. 
FOREIGN TRADE certainties. A\ll in all, fiscal year earnings of the G 
Merchandise Importst.......... Oct $294.4 $233.4 $219.7 retail trade will probably be close to those report- G 
Cumulative year’s totalf........ ee oe eee $1,981.0 ed for 1936. C 
para ee Os ea Oct $333.1 $996.7 $264.9 tats Fc 
Cumulative year's totalf........ ee) & en ae $1,999.8 ‘ 
RAILROAD EARNINGS Although car loadings are currently running — 
Freight Revenues®............. Oct $307,104 $993,811 $325,909 about 16% under last year, and fourth quarter 
Passenger Revenues®........... Oct 35,510 38.374 33.912 earnings of railroads will, in most instances, be 
Total Operating Revenues*..... Oct 372 99% 363 071 391.301 poor, considerable encouragement for ultimate 
Total Oper. Expenditures*...... Oct 270,357 969.719 961 '035 betterment of the situation is to be found in recent 
Total Operating Income*....... Oct 73,101 70 401 101,722 official plans to meet this crisis in the world's 
Net Operating Income*........ Oct 60.747 59 305 89.809 greatest transportation network. Freight and pas- 
j é ; senger rate increases are practically assured before 
BUILDING Contract Awards (k) many months, consolidations are to be encour- , 
RN tO ain't 5 h.a yp» + @ Nov. $198.5 $209.1 $208.2 aged, and the R. F. C. is to resume its financial as- 
| A | a re ere Nov. 60.0 65.5 68.4 sistance. 
Public Works and Utilityt......| Nov. 61.4 61.6 73.9 en ae 
Non-Residentialf.............. Nov 77.0 75.0 65.9 
Publicly Financedt............ Nov. 92.9 79.0 89.1 | 
Privately Financed}............ Nov. 105.6 197.5 119.1 | Owing to a 16% spurt in non-residential proj- 
—- __| ects, construction awards in November showed 
Building Permits (c) the smallest drop (only 4.6%) below last year in 
DOMES 61% 6's 's Ss 5» Nov. $50.2 $60.6 $57.7 three months. The total increase for 11 months has 
New York Cityt..............-] Nov. 19.4 30.0 17.8 been 9.3%. While perhaps six months must 
CASS EBLE GRE eae | Nov. 69.6 90.6 75.5 elapse before tangible results can be expected 
from Government housing measures and other 
LUMBER PRODUCTION, feeti.| Oct. 1,929 2,256 2 352 building stimuli the gap will be filled in part by 
| d . increasingly heavy building activity at the World's 
| CONSTRUCTION COST INDEX| Fair grounds in New York. 
DRch. oe Sica stain paeie | Oct. 184 185 166 a 
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% Latest Previous Last 
Dote Month Month ~ 8 PRESENT POSITION AND OUTLOOK 








STEEL 
Ingot Production in tons* ....| Nov. 2,153.8 3,392.7 4,323.0 Moetorcear esemblies in November were about 
Pig lron Production in tons*. ...| Nov. 2,006.7 2,892.6 2,947.0 11% under last year, and production for the first 
Shipments, U.S. Steel in tons*..| Nov. 587.2 792.3 882.6 quarter of 1938 is expected to average about 30% 
lower than for the corresponding period of 1937. 
AUTOMOBILES One great uncertainty is the labor outlook, be- 
New Registrations cause of present: efforts to unionize the Ford 
Passenger Cars (p) 197,391 225,442 = 167,534 plants preparatory to further wage demands from 
: 39,433 53,116 40,314 other companies which have already recognized 
Total Production ° 360,000(a) 337,979 405,073 the A. W. O. C. Meanwhile the industry is 
Total Retail Sales, Cumulative to. . . 1 3,629,895(p) 3,361 ,537(p) striving to meet conditions realistically by lowering 
c cost of materials and accessories as a preliminary 
PAPER (Newsprint) to contemplated price reductions. Used car ad- 
Production, U. S. & Canada * (tons). 381.5 365.6 vertising has been increased substantially. 
Shipments, U. S. & Canada * (tons). 418.8 394.8 374.0 
Stocks, U S. & Canada* (tons). ... 71.9 109.0 68.1 * * * 














LIQUOR (Whisky) Since the cost of manufacturing cigarettes will 
Production, Gals. * 9,867 7,877 18,866 be higher next year, there has been some talk of 
Withdrawn, Gals.*....... | § 9,102 8,095 9,576 raising wholesale prices. The difficulty here is 
Stocks, Gals. * ; 449,912 449,930 361,263 competition of the 10c brands, whose sales 

Sines saan van jumped in 1932 to 25% of the total volume as 

GENERAL a result of price advances by leading advertised 
Machine Tool Orders (f)..........| ; 127.7 152.0 147.1 brands at that time, against the current proportion 
Railway Equipment Orders of only 12%. 

Locomotive : 13 None 174 * *« «* 
Freight Cars.......... : 1,625 21 1,550 
Rails (tons) . 61,727 8,200 277,472 Machine tool orders in November (based on 
Cigarette Productiont " 12,786 13,892 11,557 1926 shipments as 100) dropped to 127.7 in 
Bituminous Coal Production * (tons). 3 35,300 40,675 41,879 November, from 152 in October. This indicates 
Boot and Shoe Production Prs.*...| Oct. 28,768 33,887 39,916 that bookings in November were about 13% un- 
Electrical Gds Orders Booked*...| 3d quar. $215,937 $260,836 $191,319 der November of 1936; but domestic orders were 
off 43%, against a 76% rise in foreign business. 

















COMMERCIAL FAILURES (c)..| Nov. 770 768 600 














WEEKLY INDICATORS 





Latest Previous Year PRESENT POSITION AND OUTLOOK 
Week Week go 








Electric power output, with its decline of only 
3.3% below last year, is holding up remarkably 
well in view of the depressed state of other in- 
603 622 dustries. On a seasonally adjusted basis, there has 

36 35 been a 4% increase in output during the past fort- 
Coal and Coke 156 163 night; while in the Middle Atlantic, Rocky Moun- 
anno... : 95 97 tain, and Pacific Coast States, output is still ahead 
Manufacturing & Miscellaneous... . ’ 218 223 298 of 1936, Cones tas 
145 150 164 


2,202 2,196 





J sete The low point in steel operations for some time 
STEEL PRICES to come is expected to be registered during the 
Pig Iron $ per ton (m) ; 23.25 93.25 19.73 closing week of the year, when some mills will 
Scrap $ per ton (m).... : 13.58 13.42 17.75 close down from Christmas to New Year's. By 
Finished ¢ per Ib. (m) : 2.605 9.605 9.974 early January, stocks of steel products should have 
= —_| been reduced enough below normal to necessitate 

STEEL OPERATIONS replacement purchases and so cause a fairly sharp 
We OF CADRCIV UIA). co 6. ccs wes : 23.5 27.5 78.0 rebound in operations. Best consumer demand 

; | during first quarter should be for pipe, tin-plate, 


CAPITAL GOODS ACTIVITY farm implement and miscellaneous steel; though 
60.1 60.5 100.1 automotive plants must soon begin to buy more. 




















e 

PETROLEUM 
Average Daily Production bbls.*. . 3,440 3,414 3,146 Crude oil output, now less than 10% above last 
Crude Runs to Stills Avge. bbls.*..| Dec. 18 3,220 3,200 3,002 year, is well under control; but gasoline, with 
Total Gasoline Stocks bbls. * Dec.18 73,288 70,513 61,172 stocks 25% heavier than a year ago, is still being 
Gas and Fuel Oil Stocks bbls.*....} Dec. 18 119,919 120,154 108,842 produced too freely. Weakness in gasoline prices 
Crude—Mid-Cont. $ per bbl Dec. 24 1.27 1.27 1.17 may exert unfavorable pressure on crude prices. 
Crude—Pennsylvania $ per bbI....| Dec. 24 1.93 1.93 2.00 Dividend disbursements by the oil industry this 

Gasoline—Refinery $ per gal Dec. 24 07 07%, 06% | year will be about 25% ahead of 1936. 

















t—Millions. *—Thousands. (a)—Estimated. (b)—Annalist Index 1928-100. (c)—Dun & Bradstreet’s. (d)—Nat. Ind. Conf., Bd. 
1923-100. (e)—Dept. of Agric., 1924-29—100. (f}—1923-25—100. (g)}—Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926— 
100. (k)—F. W. Dodge Corp. (m)—lron Age. (n)—1926—100. (w)—Ward's Estimate. (p)—R. L. Polk & Co.’s Estimate. (s)—Fair- 
child Index, 1931—100. 
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Trend of Commodities 


Commodity prices are struggling to push upward. There 
is confusion, it is clearing and almost every voice is en- 
couraging. British comments aver that the commodity in- 
dexes fell to a point where they had no bearing on current 
consumption, and they forecast a buyers’ panic before next 
Spring. That our own progress is to be long held in check 


by political obstruction, while we have foodstuffs, iron and 
steel and a myriad of manufactures to sell to the world— — 
and a myriad of things to buy—is absurd. The right of — 
eminent domain throughout the world is inherent in trade— 
not in politics. Having the wherewithal in hand, we want to, 
and we may be expected to, go ahead. 








} 


WHOLESALE PRICES | 
LONG TERM TREND | | 


(U.S. DEPT. OF LABOR'S 7184 COMMODITIBS INDEX 1926 = 109) 


Changes in Major Commodity Price Group for the Fortnight Ended December 18, 1937 


73.2 


79.7 down 
98.2 down 


69.5 
78.6 


down 


no change 















































RAW MATERIAL 























(1923-25 = 100) 


SPOT PRICES 
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| BREF 














JFMAMJSIJIAS 
1936 


Sea ere | 
ON DIJFMAMJJASOND 
—— 1937 ———— 





down 0.7 


1.0 Building material... 


Me} Chemicals... .. 


Housefurnishings. . 


96.4 up 0.1 
92.8 down 0.2 
79.1 down 0.3 
92.2 down 0.1 














leorron 
Piice cents per pound, closing 
January ; Dec 
February pe Dec. 
Spot ARES ee Dec. 
(In bales 000's) 
Visible Supply, World. . Dec. 
Takings, World, wk. end Dec. 
Total Takings, season to AS Dec. 
Consumption, U. S ent Nov. 
Exports, wk. end............ Dec. 
Total Exports, season to...... Dec. 
| Government Crop Est. (final) ..| Dee. 
| Active Spindles (000’s)....... Nov. 
me Os RE ae 
WHEAT 
Price $ per bu., Chi. closing 


December 94 


. 24 

24 

Exports bu. (000's) wk. end... . 18 
Visible Supply bu. (000's) as of . . .18 


Date Wk. or Mo. 





Latest 


8.20 
8.26 
8.43 


9,101 
421 
7,628 
485 
206 
3,129 
18,746 
22,792 


95 

926 

1.10% 
2,892 
92,223 


Previous Net 
k.or Mo. Change 


8.13 +.07 
8.17 +.09 
8.31 +.08 


9,015 +86 
5.21(d) 100 
9,151(d) —1,523 
526 ~41 
97(d) +109 
2,762 +360 
12,399%(d) +6,347 
23,724 932 


G4, +.01% 
1 +.02Y 


1.091% +.01% | 


1,670(d) +1,299 
59,644(d) +32,582 


| Gov't Crop Est. bu. (000's) 17 873,993 (d)626,766 +247,227 


bntijteemrernenne 
| CORN 
Price cents per bu. Chi. closing 
December ne 24 
at De 94 
Ail a ens See pe ae . 24 
Visible Supply (bu. 000’s) as of . . .18 
Gov't Crop Est. (bu. 000's)....... 


59 

60% 

60 
30,327 


57Y¢ +1 

58%, +15 

58% +1, 
10,592(d) +19,735 


.17 2,644,995 1,507,08H%d) +1,137,906 





PRESENT POSITION AND OUTLOOK 


Cotton outlook improved by heavy sales of 
goods. Prices should work moderately higher. 
When Worth Street begins to report sales in mil- 
lions of yards of prints, sheetings and fine yarn 
stuffs, the cotton market can take notice. Govern- 
ment loan now holds about 4 million bales, against 
advances of $168 million, average 8.39c per 
pound. 


Wheat is meeting some competition from 
Southern Hemisphere grain and has been a little 
reactionary in tone. The selling from Buenos Aires 
and Sydney is always urgent. The good demand 
for corn is helping the farmer to an easier attitude 
about his wheat—getting back to the old fashioned 
idea of a full granary 


Corn is going —for the first time in eight years 
into export. An aggressive demand is canying 
the grain to Liverpool and Rotterdam. Country 
elevators are paying 50c a bushel to Illinois 
farmers. Export volume will depend on domestic 
cattle and hog prices 


| 
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Flela | 


COPPER 


HIDES 


Date 


Latest 


Wk. or Mo. Wk. or Mo. 


Previous 


Net 


_ Change 


PRESENT POSITION AND OUTLOOK 








Price cents per Ib. 
* Domestic 

Eupeities |. Gao sins is seco ss 
Refined Prod., Domestic (tons) 


Refined Del., Domestic (tons)... .. 
Refined Stocks, Domestic (tons)... . 


Refined Prod., World (tons) 
Refined Del., World (tons) 
Refined Stocks, World (tons) 


TIN 


Price cents per Ib., N. ¥ 


World Prod. (long tons) 12 mos. 


U. S. Cons. Primary (long tons) 
mos. ending 
Visible Supply (long tons) as of. 


LEAD 


Price cents per Ib., N. ¥ 
U. S. Production (tons). . 
U. S. Shipments (tons) 

Stocks (tons) U. ‘5S. as of. 


ZINC 


Price cents per Ib., N. Y.. 
U. S. Production (tons) 
U. S. Shipments pH 
Stocks (tons) U.S 


‘SILK 
Price $ per Ib. Japan xx crack. ....| 


Imports pounds (bales) 
Deliveries (bales) 
Stocks (bales) as of . . 


Total Visible Supply (bales) as of. 


|RAYON (Yarn) 


Price cents per Ib. . 
Deliveries (a). . 
All Rayon Month’ 5 Supply. 


WOOL 


Price cents per Ib., Spot Tops 


Price cents per Ib... 
Visible Stocks (000° s) (b) as of. 
Consumption (000' s) (b) 


RUBBER 


Price cents per Ib. 
Imports (long tons). . 
Consumption (long tons)... 


Stocks U. S. (long tons) as of... ! ': 


hs AB OF... | 


Dec. 24 
Dec. 24 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 


10% 


9.95 
75,791 
33,898 

221,676 
185,270 
154,588 
413,846 


10%, 

9.90 
86,811 
44,592 
181,842 
196,359 
158,783 
383,164 


None 
+.05 
—11,020 
—10,694 
+39,834 
—11,089 
—4,195 
+30,682 











Dec. 24 
Oct. 


Oct. 
Nov. 30 


10 


42 
196,960 


65,040 


24, sid 


42g 
180,436 


59,940 
22,865 


—VYe 
+16,594 


+5,100 
+1,524 





4.75 
49,197 
39,299 

100,646 


None 
—2,401 
—5,449 


+12,927 





Dec. 24 
Nov. 


Nov. 30 


5.35 
49,388 
32,291 
42,984 


5.35 
52,645 
40,345 
95,817 


None 
—3,257 
—8,124 

+17,167 





Dec. 24 
Nov. 
Nov. 
Nov. 30 


Dec. 24 
Nov. 


Dec. 24 


Nov. 1 


Dec. 24 
Oct. 
Nov. 
Dec. 1 


1.58% 
36,339 
31,749 
45,424 


_ Oct 31 (151,834 


63 
252 
1.1 


11 
14,792 
1,536 


15.12 
53,199 
33,984 

217,586 


87.5 


1.58% 
32,879 
36,002 
40,834 

152,857 


63 
366 
0.5 


86.5 


10% 
14,742 
1,787 


15.05 
57,024 
38,207 

195,685 


None 
+3,460 
-4,253 
+4,590 
-1,023 


None 
—114 
+0.6 


+¥Ve 
+50 
-951 


+.07 
-3,895 
-4,723 
+21,901 


+41 


| 


| 


Copper is in a much better position than the 
mere decrease in our November consumption and 
the increase in domestic refined stocks would indi- 
cate. Foreign use grows almost month by month; 
1937 total deliveries abroad will be around 2.3 
million tons, an all-time high record. Custom 
smelters are permitted to command the home 
market. When and as the outlook clears, copper 
prices will be among the first to respond. Present - 
prices are too low. Steel scrap is coming back: 
indicating improvement in the metals. 

o - a 

Tin, as a controlled world market item is just 
about in balance as between its production and 
consumption. World supply is an unknown 
quantity; there is no adequate estimate of the 
world's unmined tin. Present stocks represent 
about seven weeks supply—while all of the reg- 
ulated areas are behind in the production quotas 
assigned, except Malaya. One can hardly foresee 
a marked decline in tin plate. 

or ee 

Lead has been reduced a further $5 per ton. 
A leading custom smelter marked it down to avoid 
accumulation of high priced ores where the lead 
price is the settlement basis. 

ae s 

Silk is sharing in the renewed demand for tex- 
tiles. Weavers are coming into the market. The 
situation in the Orient is too tense to permit com- 
ment to have any meaning: 

e+ e «* 

Rayon yarn is on a hand-to-mouth basis all 
around. Curtailed production bids fair to reduce 
the industry's reserves to below normal. Over 
cautious buying could produce a tight situation. 
No price changes expected, but the largest pro- 
ducer is announcing a 60-day price guarantee, 
which should clear the air. 

ae 

Wool has displayed increasing firmness. Do- 
mestic demand has broadened somewhat and 
Japan has again entered the Australian wool mar- 
ket. The trade now feels that there is slight doubt 
that wool prices saw their low point last November 

> * > 

Hides appear to be gathering for a move. In- 
quiries are coming in; shoe manufacturers and 
tanners are taking interest. 

* . o 

Rubber is another item yielding to the holiday 
spirit. Tire builders are standing aside for the time 
trying to estimate the 1938 demand for new cars. 
Apparently there is no haggle about the price of 


Stocks, World (long tons) as of....| Nov. 1 475,797 469,768 +6,029 crude, demand is the determining factor. 
Stocks Afloat (long tons) as of Nov. 1 133,000 141,000 ~8,000 a aes 
For U. S. (long tons). ? Dec. 1 81,302 80,563 +739 Pere sides bs 

ou World (long tons) Oct. 98,000 106,000 8,000 ALCOR 1 MONG OO es Ry 
zm whatever price is necessary to get action. A re- 
le : — oT port that a million bags had been exported in the 
es COFFEE first half of December did not affect the market 
d Price cents per Ib. (c) here, but one would expect that other exporting 


Je 
od 


December Delivery.... 
Imports (bags 000's) 


U.S. Visite Supply (bags 0 000' 's). 


Dee. 1 


countries might find food for thought—Colombia 


and Salvador, for example. 
* * ” 


somewhat delayed, just an- 


a * Sugar quotas, 
SUGAR nounced, estimate 1938 requirements at 6,861,- 
Price cents per Ib. 761 tons, an increase over actual 1937 consump- 
Domestic No. 3.... 2.23 12 tion. Ground for increase is that Government 
Raw Sugar wants refiners to absorb the 53¥c per 100 proces- 
ng Cuban c. i. f 2.30 2.30 None sing tax, instead of passing it on to the consumer 
ry Duty free delivered. . 3.20 3.20 None Large refiner made a cut of 10 points in granu- 


15 
tic 





Refined (Immediate Shipment)... . .| 


Imports (000's long tons) 


Refinery Stocks nt long tone). .| 


——— 


Oct. 
Nov. 1 


4.85 
132,584 
180,978 


4.85 
154,535 
168,014 


None 
21,951 
+12,964 











lated. Trade sentiment divided, claiming quotas 
too easily revised, not rigid enough to work 
against as is done against a crop estimate. 








(a) “Enoroned ki in \ % (1923-25— —100). “(b)—Alll Cattle hides and leathers ~ (c}—Wholesale Rio No. 7N. Y. (d}—Year ago. 
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and Banking 











Latest 


Previous 









Year 

































































Date Week Week Ago COMMENT 
INTEREST RATES 
Time Money (60-90 days)......... Dec. 11 114% 14%4% 14% Supported by a generous supply of funds avail- 
Prime Commercial Paper.......... Dec. 11 1% 1% %,@1% able for loans and investments, the demand for 
ps eee Dec. 11 1% 1% 1% which reflects a rather conspicuous note of caution, 
Re-discount Rate, N. Y............| Dee. 11 1% 1% 1% interest rates continue monotonously unvarying 
‘ at their low point. 
‘CREDIT (millions of $) 
Bank Clearings (outside N. Y.)..... Dec.11 $2,350 $2,736 $2,589 ae 
tN. é : : ‘ f one : : " eee 3, 48 6 ge oy : a _ —— evap tig? reversal 
Cumulative year's total........... Bec 11 190° 2. 181,051 oe Soe Oe. | Sener a ae Oe 
F © kibicies Beaks nificant item in recent Federal Reserve state- 
Losns and Invesiments..........| Dec.15 91,668 21,489 99,875 | ments is the unusually small increase in money in 
Gosnttantial. Ag, tad. rt tee 95 4645 4.698 Rees circulation. The rise in circulation since last Au- 
ties pone een: ae ‘913 ‘946 1941 gust 4 — ot ah cs 6a. ag 
¢ rise estimate y the Federal Reserve when the 
ets ph ef at Ny f _ 7 ni rap “alo asa acura in re-discount sn in- 
i f : itiated last year. Encouragement may be drawn 
rete. ia : : ie “a a cues 7 fone from the recent $8,000,000 increase in business 
Time Deposits...............-. Dec.15 5,192 5,183 5,031 ser’ ep by a , 0 ng, Degrees 
3 . ? f anks, after an extended decline. ese banks 
ee ae 7,869 7.981 8 800 have also added nearly $300,000,000 to their 
Comm'l Ind. and Agr. Loans. . . Dec. 22 1,794 1,809 ee holdings of Government mapretene terry Oct. 20 
invest. U. S. Gov'ts dir. a std. Dec.22 3,405 3,470 4,099 | [ast. Holdings of “other securities” have also 
Doses... Rice. 99 5 739 5 896 6 549 gained in recent weeks. Business borrowings of 
Tins thane... Dec. 99 665 669 ‘614 a er ge VIE of hg ite City, ae 
: also increased and total loans and investments o 
erecta sae Balance Dec. 22 6,855 6,884 6,507 reporting banks in 101 cities in mid-December 
Money in Circulation Dec. 22 6,681 6,596 6,680 ay iy ga rata the highest figure 
Gold Stock............ Dec. 22 12,765 12,765 lt ama a Rasta ag 
Treasury Currency. . Dec. 22 2,630 2,625 2531 | ae 
Treasury Cash..:..... ; Dec. 22 3,625 3,620 2,342 | 
Excess Reees: 2255... .| Dee. 22 1,010 1,060 1,881 From this point on the trend of new corporate 
wae - ST —— —| financing should be watched as an important in- 
Latest Last Year dicator of the business prospect. A rise in new 
Month Month Ago | financing would doubtless herald returning confi- 
| NEW FINANCING (millions of 8 | dence on the part of financial managers. There has 
SE SO re ee Nov 6.0 155.3 197.8 been a steady diminution in the floating supply of 
New Capital....... Nov. 5.5 90.9 49.8 investment issues, and a further sizable contraction 
NO eo ree Nov. 0.5 64.4 148.0 is promised in January when the volume of invest- 
Government. Nov 250.0 200.3 200.4 ment funds will be swollen by further increases in 
Refunding...... Nov 250.0 200.3 200.4 excess bank reserves, insurance funds and year-end 
Addition to Debt........ Nov None None None additions to private capital. 
POSITION OF FOREIGN BANKS 
Dec. 15, 1937 Dec. 16, 1936 COMMENT _ 
BANK OF ENGLAND ] ; 
Cinedeticn £501,954,000 £461,695,000 Note circulation, as disclosed by the most recent 
Public Deposits 11,432,000 10,426,672 statement of the Bank of England, recorded a 
Other Deposits 139,844,000 134.908.000 greater than seasonal increase of £9,124,000, 
Bankers Accounts 103.382,000 96.152.000 | bringing the total of £501,954,000 to within 
Other Accounts ? 36 463,000 38 757.000 £2,000,000 of the record high. The reserve ratio 
Gasimmment Socusities.... 95 000.000 89,088,000 in a single week dropped from 35.3% to 30.1%. 
Ctor Socusitins 98 566.000 97 504.000 Discount rate continues unchanged at 2%. British 
Discount and Advances 1848 748 6,743,000 gold imports in the first eleven months of 1937 
Securities ea 20.717.000 90.761 ‘000 totaled {283,810,028 vs. £278,529,904 in the 
ent Micten tkale 45,608,000 46,645 ‘000 same period of 1936. Exports of gold amounted 
Coin and Bullion .. 327, 563 000 314, 340, 000 to aa wit as ee a £70,781 672 
poe eee Peace STP. “ial in the first eleven months of 1 . 
BANK oF FRANCE Dec. 9, 1937 Dec. 11, 1936 
Gold Holdings Fr.58,932,000 000 Fr.60,358,742,000 Pa RN 
Credit Balances Abroad. 17,772,480 6,961 ,522 
French Commercial Bills Disc 8,737,000,000 6,910,000 ,000 Note circulation of the bank of France declined 
Bills Bought Abroad 933,884,000 1,457,724,000 791,000,000 francs in the week ended December 
Advance Against Securities 3,762,597,000 3,573,715,000 9. Bank's gold holdings increased slightly, the 
Note Circulation 91 142,930,000 86,778,731 ,000 present total of 58,932,243,000 francs comparing 
Credit Current Accounts. 18,981 ,527,000 11,733,877,000 with 60,358,742,000 a year ago. French business 
Temp. Advs. to State 26,918 460,000 13,798 ,000,000 prospect is clouded by the rising cost of living and 
Gold on Hand to Sight Liabilities . . | 53.51% 61.27% the entailed reduction in buying power, 
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POSITION OF FOREIGN BANKS—Continued 





GERMAN REICHSBANK 
Gold and Bullion 
Of Which Deposits Abroad 
Reserve in Foreign Currency 
Bills of Exchange & Checks 
Investments 
Other Assets 
Notes in Circulation 
Other Daily Matured Obligations. . 
Other Liabilities 
Proportion of Gold & Foreign Cur- 
rency to Note Circulation 


Dec. 15, 1937 
Rm.70,565,000 
20,333,000 
5,300,000 
5,240,500,000 
397,253,000 
772,098,000 
5,005,900,000 
703,254,000 
332,823,000 


1.51% 


Dec. 15, 1936 
Rm.66,409,000 


4,645,983,000 


5 


702,217,000 
4,567,855,000 
667,931,000 
300,712,000 


28,191,000 
5,162,000 


22,897,000 


1.57% 





BANK OF CANADA 
Reserve Gold, Coin & Bullion 
Silver Bullion 
Reserve in Sterl. & U. S. Dollars. . . 
Subsidiary Coin 
Dom. & Prov. Gov't Short Term Se- 
curities 
Other Dom. & Prov. Securities 
Other Securities 
Note Circulation 
Deposits—Dom. Gov't. . 
Chartered Banks 
Res. to Note & Dep. Liabilities... . 





Dec. 15, 1937 
$179,723,000 
2,737,000 
21,969,000 
69,000 


80,801,000 
95,156,000 
12,202,000 
160,434,000 
20,932,000 
197,811,000 
53.46% 


Dec. 16, 1936 


$1 


1 


1 


79,171,000 
2,020,000 
10,935,000 
213,000 





60,805,000 
99,360,000 


27,174,000 
23,650,000 
89,906,000 

56% 


Gold holdings of the Reichsbank again showed 
a moderate increase, bringing the total up to 
70,565,000 marks, as compared with 66,409,G00 
marks a year ago. The Standstill Agreement with 
Germany's bank creditors has been renewed for 
another year, with the modification that commercial 
bills covering current import and export transac- 
tions will be substituted gradually for finance bills 
and cash now in the standstill. 


The major changes in the latest statement of the 
Bank of Canada include a decline of $2,000,000 
in holdings of all government securities and an in- 
crease of $2,200,000 in note circulation. Business 
in Canada continues to hold up remarkably well, 
despite the interlocking interest with the economy 
of the United States. Exports dropped in Novem- 
ber 14% under the 1936 month, with the decline, 
however, being accounted for principally by lower 
wheat shipments resulting from a drought-damaged 
crop. 








FOREIGN EXCHANGE IN DOLLAR TERMS 





dollars and cents. 


Quotations in cents and decimals of a ————Demand- 
cent except pound sterling which is in Dec. 21 





Year Ago 


Dec. 21 


Cables ———— 


Year Ago 


COMMENT 








Country and Par 
Great Britain ($8.2397 a sov.)....... 


Belgium (16.9502c a belga)........ 

Czechoslovakia (3.51¢ a crown) 

Denmark (45.374c a krone) 

Finland (4.264c a finmark) 

France (par not definite) 

Germany (40.33c¢ a mark)**.. 

Germany, registered (comml) 

Germany (travel mark)....... 

Greece (2.197c¢ a drachma). 

Holland (par not definite). . 

Italy (5.2634¢c a lira) 

Norway (45.374¢ a krone). 

Poland (18.994c a zloty). . 

Spain (Burgos peseta)t.. . 

Spain (Barcelona peseta)t 

Sweden (45.374 a krona). 

Switzerland (par not definite). . 

Yugoslavia (2.981¢ a dinar) 

Shanghai dollars (unsettled) 

Hongkong dollars (unsettled) 

India (61.798c a rupee).... 

Japan (84.39c a yen) me 

Sts, Settlements (96.139c a dollar). 

Argentina (71.87¢ a paper peso) q.. 

Argentina (71.87¢ a paper peso)**. 

Brazil (20.25c¢ a paper milreis) 4. 

Chile (20.599c a gold peso) ft. 

Colombia ($1.645 a gold peso)** 

Colombia ($1.645 a gold pnt 
exico, peso (unsettled). . 

Peru (47.409c a sol)t 

Uruguay ($1.751 a gold peso) {. 

Uruguay ($1.751 a gold peso)**} 

Venezuela (32.67c a bolivar)** 
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4.995%, 
Austria (23.82c a schilling)........ .| 18.92 
| 16.99% 
..| 3.51% 

| 22.32 
2.219% 
| 3.3911-16 4.67 3-16 

40.30 


21.70 
26.00 


| 0.91% 
| 55.60% 
5.26%, 


ote 
18.98 
10.00 

6.10 
25.27 
23.14 

2.36 
29.60 
31.30 
37.74 


Free rate. 


4.91%, 
18.71 
16.9034 

3.51 
21.94 

2.07 


40.24 
20.10 
21.25 
0.90% 
54.75 
5.26% 
24.69 
18.90 


25.33 
22.99 
2.33 
29.5614 
30.64 
37.17 
28.60 
37.75 
30.62% 
32.75 
6.05 
5.19 
57.39 
56.50 
27.85 
25.37% 
55.50 
78.65 


Official rate. 


** 


4.99%, 
18.92 
16.991 

3.511% 
22.32 

2.219% 


3.39 11-16 4.67 3-16 


40.30 
21.70 
26.00 
0.914% 
55.60% 
5.26% 
25.12 
18.98 
10.00 
6.10 
Ro.07 
23.14 
2.36 
29.60 
31.30 
37.74 
29.11 
58.75 
29.35 
33.33 
5.55 
5.19 
54.80 
50.00 
27.80 


4.91%4 
18.71 
16.90% 

3.51 
21.94 

2.17 


40.24 
20.10 | 
21.25 | 
0.90% | 





Practically all foreign currencies have displayed 
a fairly firm trend over the past fortnight, due in a 
large measure to demand for year-end settlements. 
Reports have hinted the intervention of both Brit- 
ish and American exchange equalization funds to 
restrain sterling from rising above $5 under the im- 
petus of foreign funds seeking investment in Lon- 
don, on the one hand, and on the other, the apa- 
thetic interest displayed by British investors in 
American security markets. More recently, how- 
ever, reports indicate a growing revival of foreign 
interest in American stocks. 


* * * 


The French franc has been a notable exception 
to the firmness shown by other exchanges. Forward 
francs have declined sharply under the spot rate. 
The situation has been intensified by rumors of pos- 
sible exchange control. Repatriation of French 
funds has virtually ceased. Although the recent 
5% internal bond issue was well subscribed, the 
fact that the bonds were offered on a 634% yield 
basis is hardly conducive to confidence in the 
French business and fiscal prospect. French capital 
is jittery in the face of the rising total of the un- 
favorable trade balance, increasing living costs and 
a narrowing margin of business profits 


* * - 


No new developments of significance affecting 
South American currencies have occurred during 
the past fortnight. Uncertainty concerning the 
exchange situation in Brazil, following recent con- 
stitutional changes, has been relieved by abolish- 
ing the official exchange rate as well as the require- 
ment that 35% of the value of export bills be de- 
livered to the Bank of Brazil at the official rate. 
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‘roe to You 


This book covers in a practical and comprehensive manner the most import- 


ant factor for successful investment and trading . . 


. when to buy and when 


to sell. The first to apply the case-history method of instruction, it repre- 
sents a valuable market course complete in itself . . . the greatest contri- 
bution to the profitable study of investment and trading in recent years. 


Written by the author of “The Business of Trading in Stocks”, “How 
to Secure Continuous Security Profits in Modern Markets”, this book 
has already met with an unprecedented demand. To be sure to 


receive your copy, send in your order today. 


Timing- 


—When to Buy and Sell in Today’s Markets 


By John Durand, Stock Market Technician 
160 pages, 5 x 714, flexible leatherette binding 





Today’s Economic Setting 
—The influence of managed money and economic plan- 
ning on business profits and security values. 
—Outlook for 1938 with timing as the essence of in- 
vestment success, 


I. Understanding Modern Markets 


—Technical and psychological factors which cause im- 
Portant movements. 








A—Timing the Swings. 

—How to judge the trend of the market—by the 
tape—by the averages—by charts—by many other 
significant factors. 

B—When to Buy and When to Sell. 

—Recognizing turning points. 

—Danger signals, 

—Chart construction (26 pages). 

II. Mechanics of the Market 

—Placing orders—short selling—puts and calls—re 
porting orders on the tape. 

—Computing margins—collateral—dividends—trights. 

III. Selecting Industries and Individual Issues 

—Studying the profit trends in expanding industries 
vs, static industries. 

—Selecting opportunities for the short, intermediate 
and longer-term. 

A—Characteristics of Certain Groups. 

—Seasonal influences—competitive developments. 

—Consumer goods vs. heavy goods. 

B—Gauging the Possibilities of an Issue. 

—Studying the market record of a stock. 

—Current technical position. 

IV. Analyzing Financial Statements 
—Analyzing earnings, financial position, 
capital, depreciation policies, leverage. 
—Facts on costs, expenses and inventories subject to 

economic fluctuations. 


V. Shaping Your Portfolio 


—Profits vs. income—importance of diversification. 
—The proportion of common stocks to other issues. 











working 





CONTENTS 








VI. Case Histories—A diversified selection— 


with step-by-step application of profitable 
methods outlined. 





Catching the short swings. How $2000 could have 
grown to $9950 from October 1936 to October 1937 and 
at no time with risk of more than $300. Based on trad- 
ing in stock under 30. How to select medium and how 
to proceed with operation. 





How significant market action forecast 1937 


collapse. This was evident in the rise from January to 


March and in subsequent intermediate moves. Crucial 
turning points under present margin requirements. 





How to use charts. Broadening top and five-point re 
versal signals accurately predicted 1937 bear market. As 
a trader, you would have closed out around 185 Dow- 
Jones Industrial Average, as an investor, slightly under 
180. These technical formations are easily recognized. 





How to anticipate trend of individual market 


leaders. Example of stock which declined from 94 in 


October 1936 to present price under 25. When investors 
should have closed out and when traders should have 
gone short. 





Timing as applied to industries. What happens 
under boom and depression conditions. How intelligent 
long pull investment planning might mean 114% capital 
gain as against 86% capital loss. 





Timing as applied to bonds. Why highest grade in- 
vestments may lose and regain 20% of their face value 
in relatively short period. Factors to check in purchas- 
ing bonds no matter how secure or promising. 





Pyramiding. How $10,000 capital could have brought 


$20,000 profit without risking more than $500. How this 
capital could have brought $45,500 profit if greater risk 
was taken on original commitment. 


Arbitraging. How to make profits in the market 
through proposed changes in capitalization. A genuine 
illustration is followed through in order to show possi- 
bility of profits by exact mathematical calculations. 


Special Offer on Next Page Brings You 
This Important New Book FREE ! 





Help Him Make 1938 a Year of 


PROGRESS 


OU undoubtedly have a friend who is confronted with the responsibility of 
careful and profitable investment of his surplus funds in order to secure cap- 


ital growth and satisfactory income. 


For him 1938 will be a year of outstanding opportunity in securities. 


Many 


stocks are at the most attractive levels in years . . . selected industries have made 


bottom and are already beginning to turn up. 
ing profits are in the making. 


Substantial investment and trad- 


As a reader of The Magazine of Wall Street, you know its value as an indispen- 
sable and dependable investment guide—as one that will counsel your friend ad- 
vantageously through the new year and make it one of financial progress. 


— Give The Magazine of Wall Street to 


Your Business AssociaTEs AND Frrenps—who will appreciate the 
business and investment of this publication. 


Your Executives AND EMPLOYEES—who can use the knowledge 
gained not only in developing themselves, but in doing a better 
job for you. 


Your Son—Your DaucHTeER—who are making their own way— 
because it will make them more capable and prepare them for 
the business of practical life. 


YoursELF—-since it will serve you in a thousand ways—because 
each issue contains ideas and suggestions that you can adapt in 
your own business—because it is the best investment guide you 
can possibly obtain, no matter what price you pay. 


= And Seeure Our Valuable New Book - FREE 


Mail the coupon below with your remittance today. Your gift 
subscription will start with our next issue. And — we will 
send you “Timinc—When to Buy and Sell in Today’s Markets” 
immediately on publication. If you so desire, you can have The 
Magazine of Wall Street sent as a gift to one friend—and the 
book to another—or to yourself. 


-—=--=— = —Mail This Special Gift Order Today -- - - - - 


The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


C1) I enclose $7.50 for 1 year of THE MacazineE oF WALL STREET 
including— 

1. The Magazine of Wall Street (26 issues). 

2. Your New Book “TIMING—When to Buy 


and Sell in Today’s Markets.” 
3. Confidential Inquiry Privileges free. 


(0 Check here if you want us to send Gift Card. 
Foreign Postage $1 a Year Additional 





Investment Program for Today's 
Conditions O 1 C Garon 


A Subscriber’s 
Suggestion 
Enclosed find check for $52.50. 1 
have decided to give 10 of my 
friends the best gift possible—an 
annual subscription to The Maga- 
zine of Wall Street. I am sure 
they will find it, as I have, an in- 
valuable investment and business 
essential during the coming year, 

as I have for many years. 
—J. D. C., Denver, Colo. 


2 Giits 


The Magazine of Wall Street 
for 1 year 


Our important new book— 
“Timinc—When to Buy 
and Sell in Today’s 
Markets” 


Confidential Inquiry 
Privileges 


For *7.50 
The Price of One 


See book described on 
reverse side 





Inquiries. 





The Personal Service Department of THe MaGazine or WALL Srreet will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1. Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


Confine your requests to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Continental Can Co., Inc. 


It is my misfortune to have a big paper 
loss in Continental Can. Do you advise re- 
tention? I can afford to wait. Incidentally 
I happen to be a new subscriber and appre- 
ciate this service very much—H. D., New 
Castle, Penna. 

Continental Can Co., Inc., is the 
second largest tin container manu- 
facturer in the country, and, despite 
increasing competition, has main- 
tained an enviable earnings record in 
both good times and bad. Even in 
the year 1932 when the vast major- 
ity of organizations were reporting 
sable losses, Continental was able 
to show the equivalent of $1.81 a 
share on the common. In the year 
1935 earnings reached a new high, 
with the equivalent of $4.21 a share 
being recorded. Net income in 1936 
fell slightly to the equivalent of $3.17 
a share for the common stock, due to 
lower average prices and a new basis 
of discounts made necessary by the 
Robinson-Patman Act. During 1937, 
however, there were a number of 
constructive developments tending 
to prove an offset to increased costs. 
In the first place, the company built 
up its inventory position in anticipa- 
tion of an advance in tin plate prices 
which subsequently occurred. Gen- 
eral line can prices have been ad- 
justed upward in line with the higher 
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tin plate price and contract prices for 
packers’ cans are scheduled for a like 
advance. Since Continental manu- 
factures, through a subsidiary, ap- 
proximately half of its tin plate re- 
quirements, higher prices for the lat- 
ter spell increased profits for the 
company. The higher tin plate 
price probably will hold, since it 
appears to be supported by actual 
production costs, and it would, there- 
for, seem most unlikely that the 
company’s inventory position will 
prove burdensome. Normally, some 
two-thirds of Continental’s output 
goes to packers of fruits and vege- 
tables, and the larger packs in 
1937 considerably increased the de- 
mand for containers of the type 
manufactured. In addition, the 
company has made steady progress 
in developing its general line can 
business and has met considerable 
success in this field, which tends to 
enable it to offset the possible ad- 
verse effects of below normal crops. 
The company marketed recently 
200,000 shares of $4.50 preferred 


stock, the proceeds from which were 
used to liquidate bank loans in- 
curred in connection with additions 
to inventories. Dividend require- 
ments on the preferred would not 
seem to endanger the $3.00 annual 
payment on the common. Around 
40, the stock appears priced at levels 
dictating retention. 


R. J. Reynolds Tobacco Co. 


Why isn’t Reynolds Tobacco able to show 
improvement when many issues have been 
creeping up a few points at least? Do higher 
leaf tobacco prices spell an unfavorable out- 
look? Are dividends safe? Your opinion will 
be most helpful—H. M., Portland, Maine. 


While R. J. Reynolds Tobacco Co. 
does not issue interim reports, earn- 
ings for 1937 are believed to have 
slightly exceeded those for 1936 when 
the equivalent of $2.93 a share on 
the combined Class “B” and common 
stock was recorded. Costs, includ- 
ing raw material and labor tended 
higher, but price advances made last 
January, coupled with an increase in 
volume business, are believed to have 
proven an offset. Prospects for 1938 
leaf tobacco costs are for a lower 
average level, reflecting larger crops, 
while labor costs, probably will sta- 
bilize around existing levels. No up- 
ward revision in the already high 
Federal and State taxes is believed in 
prospect. In view of the leading po- 
sition held by Camels, and the suc- 
cessful marketing policies of the com- 
pany, a further growth in demand is 
indicated, despite the recession in 
general business activity and em- 
ployment. In this connection, it is 
interesting to note that the sales of 

(Please turn to page 387) 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 

















STOCKS 


and 


COMMODITIES 


Cash or Margin Accounts 
Folder “M” explaining margin 
ments, commission charges and 
units sent on request. 


J. A. Acosta & Co. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. 


require- 
trading 


New York 
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Odd Lots—100 Share Lots 


Odd lots enable you to diversify 
your holdings and increase margin 
of safety. 

Our booklet explains the many 
advantages offered by Odd Lot 
Trading. Copy furnished on re- 


quest. 
Ask for M. W. 804 


John Muir&@ 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 








“Full Lots e Odd Lots | 








LaPHaAM, Davis 
& BIANCHI 


Members New York Stock Exchange 
29 Broadway e New York 


Uptown Office Boston Office 
622 Fifth Ave. 49 Federal St. 





Stocks « Bonds « Commodities 
Commission orders executed for 
cash or conservative margin 














Invest any amount in lump-sum, or monthly pay- 
ments — 4% per anum divigends being paid. 
Principal never fluctuates. 
10th of any month entitled to earnings from Ist. 
Write today for financial 


LEAD eR 


* DAYING 
Ai, INVESTMENTS 


YOUR INVESTMENT INSURED 
UP TO °*SOOO BY AGENCY 
OF U.S. GOVERNMENT 


—no obligation. Memphis’ future great! 


MEMPHIS *& 


LEADER FEDERAL 


SAVINGS ¢ LOAN ASSOCIATION 
of Msmplis. 









Money received by 
statement and details 


® TENNESSEE 

















52 Broadway 














POINTS ON TRADING 


and other valuable information for investors 
and traders in our helpful booklet. 
free on request. 


Copy 
Ask for Booklet MG6 
Accounts carried on conservative margin. 


(isHoim & (HapmMaN 


Bstablished 1907 
Members New York Stock Exchange 
ew York 
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INEM ooo ows csisvcnapoanas ss 2Yo 17% 45 28%, 501, 20 
R 
oe err er eee 431% 29% 50%, 3514 47 181% 
s 
Sh, Loulo-Gen Faan........02..00cc000% 2 Vy 35/2 1 47, 1 
Southern Pacific. . a 251 12% 47%, 23% 6532 17 
Southern Railway . 16% 51% 264 12%, 4344 9 
DM IINGS oulsuseravevdveaneeas 281 14 49 28 54%, 15% 
LS; usicecbnddaasaepas bees 111% 821, 1493, 1081 1483, 80 
Ww : 
Western Maryland................... 101 51 121, 81 11%, Hi 2% 
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Atlantic Refining 28 2014 351% 265 37 18 
Auburn Auto.......... 7 15 54% 26%, 36%, 3% 
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Baldwin Loco. Works................ 6Y8 1% 11%, 2% 23%, 5 
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Canada Dry Ginger Ale. 


Case, J. 
Cael eer rere race 


Celanese Corp 
Ceno de Pasco Copper... 
Chesapeake Corp........ 


Columbian Carbon....... 
Colum, Gas & Elec....... 


Commercial Credit...... 
Comm. Inv. Trust........ 


Commercial Solvents................. 


Commonwealth & Southern 


faenenes Edison Co. . 
Consol. 
Container tae 


Continental Baking, A. . oaks 


Continental Can. 
Continental Oil. 


Curtis Wright. . 
Curtis Wright, A. 
Cutler-Hammer. . . 


e Mines. . Seared es 
Douglas Aircraft...... 
Du Pont de Nemours. 


E 
Eastman Kodak... . . 
Electric Auto Lite . 
Elec. Power & Light. . 
Endicott Johnson Corp 


F 
Fairbanks, Morse....... 
Firestone Tire & Rubber. .. 
First National Stores. . 


Foster Wheeler........... 


Freeport Sulphur... . . 


G 

General Amer. Transpt 
General Baking...... 
General Electric. 
General Foods... .. 
General Mills...... . 
General Motors... . . . 
General Railway Signal 

. Realty & Utility. . 
General Refractories. . 
Goodrich Co. (B. F.). 
Goodyear Tire & Rubber 
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Heckers Products... . 
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Hudson Motor Car. . 
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Mathieson Alkali........ 
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1935 1936 1937 Last 
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High Low High Low High Low 12/21/37 
221% 6% 373 167; 495, 16 32 
27%, 21 32 257% 28 17 17 
70% 28%, 90%, 64 50%, 24%, 27 
17% 8} 18% 12% 23% 7 9 
55 14 24) 644 43 A 59% 18 22 
465, 36} 58%, 40'/ 3 8 i 
8% 4% 21% 8h 25% 6% 8% 
9% 3h 3h % 4% % 5 
65/4 2) 16% 6 20% 4 71% 
17% 82 30%, 103% 38 (A 91% 16 
11114 45%, 186 921% bd 80 96 
36% 1 543, 40 53 
355%, 04 32%, 21% ry 15% 15% 
655 38% 74 473, 86%, 35 vA 38%, 
6114 36 1 59 68h 31 38) 
93% 31 138%, 851, 1382 521 56% 
93 72% 34 84 170} 93 Uy, 11512 
10114 67 1361 94 125% 65 72 
1534 3% 23% 14 20% 4%e 91% 
58 39% 84, 44 691% 334 35 
72 561% 91%, 55 80%, 37% 40 
23% 16% 2472 141% 21% 5 7T¥2 
~ 514 2% 4% 1 2% 
34%, 15% 487 27%, 49 ie 22 25 
61% 17%, 11% 177 7 9% 
22 26% 15% 37% 103%, 14 
4 3534 103g 37%, Ly 13 
6235/4 87% 633% 691% 39% 40% 
151% 44%, 281/, 49 2 31 
821 6372 714 501% ls 
7 5014 24 56%; 4) 28% 
231% 9114 43% 100 i, 28% 38% 
2 9% “4 83% 2 3 
6% 21% 1014 23%, 8 15% 
‘ es os oF 18 UL, 25 
os ae <a : 27 1914 25% 
381% 135 3452 1814 29 10 15 
44), 341% 6114 411 55% 35 521, 
583, 1714 82, 50%, 77%, 26% 40%, 
1461, 86% 2843, 133 1801/, 98 11914 
. 172% "ee 185 56 198 67 
383%, 19%, 47% ee 45% 15% 17% 
7% 1% 25% 672 26 Se 6/2 13%, 
66 523, 69 531% 60 33 35 
391% 17 11%, 34%, 71% 23% 30% 
251 1 3% 36% 24%, 4139, b+ 43 205% 
58% aay, 585 521%, 281, 29%, 
(+) 9% 4534 2414, 5414 1114 18% 
305 171% 35% 23% 321% 18 23 
481% 325 76 42, 8614 31% 45 
1334 713, 20 1034, 191, 5 73% 
40), 2014 55 3414 64%, 34 45 
37% 30 44 3334 444 2814 3234 
72% 59% 70% 58 65% 48 52 
5934 26/2 77 53% 70% 31% 331% 
4114 15% 57 321% 651% 17 23 
3% %y 4% 2 5% 1 15% 
331% 1634 71 33144 70%, 8 281 
49%, 2334 5514 391% 5114 201%, 23% 
141 Tk 35% 13% p25 13 161%, 
264%, 153%, 31% 21% 473, 161 19% 
22 1434 213/4 125/g 15% 6 6% 
si ; ; : 50 57% 
7 1% 137% 6% 17% ay, 7 
1714 6% 225 131% 23% 4 7, 
363% 231% 4132 25% 47% 6 18 
832 2% 24%, 6% 331% 6%, 12 
23% 8 18% 10% 13% 1% 3% 
1901; 149, 194 189 127% 38 
65% 34% 10514 5652 120 5314 71 
41% 2%, «66m «434AsiCidT3Y%—_CT::—(i«A 
14 5% 19% 11/2 15% 4 7 
991 3814 152 88 155 65% 88 
30% 13% 63% 281% 69%8 28% 39% 
2814 21%, 265% 15% 24 1114 11% 
95%, 67% 123%, 89 43% 23% 26% 
491%, 21% 801% 41%, 79 34 383 
22 93%, 116% 974%, 114 8314 89) 
55% 31% 67% 43 87% 454% 49% 
3642 22% 61% 35% 75% 32 37% 
2614 1814 26% 1k 28%, 15% 16% 
30%, 185 49% 27% 62% 1814 20% 
57% 301% 65% 401, 58%, 27 28 
14%, 6% 25'/, 111% 74 20 35 
Sma a 64) 44 41%, 2214 23% 
33% 23%, 42 i, 27% 30% 8, 8% 
45% 33% 493 38% 42% 301% 72 
1 90% 11814 8314 4214 191% 20% 
10%, 5% 143, 8% 816% 53% 7 
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Better 
Times 


Ahead ? 


Business activity is 22 per cent 
below last year’s level. But busi- 
ness confidence is 100 per cent 
lower. Everyone is worried about 
1938. No one seems to know what 
to do. 

Yet the outlook for 1938, how- 
ever, is not so gloomy. After a 
poor start business should pick up 
in the late Spring and gradually 
gather momentum for a good 
second half. 


1938 will see 


the usual quota of opportunities 
in securities, commodities and re- 
tail goods. Those who have the 
foresight and courage to act wisely 
will.not-be complaining a year 
from now. 

Babson's Investment Service 
gives you supervision over your 
securities and a guide for your 
business policies. Write for a com- 
plimentary copy of our 


**1938 Business and 
Financial Outlook”’ and 
Reports on Oils, 
Chemicals and Bonds 


Babson’s 


-Reports. 


Dept. 66-77, | Babson Park, Mass. 


Send to me—free of charge and 
without obligation your 

“Business and Financial Out- 
look for 1938."’ 

And supplementary reports on 
oils, chemicals and bonds. 


NAME 


ADDRESS ~ Ls 











“Call for 






New York, N. Y. 
December 17, 1937 


Philip Morris & Co., Led., Inc. 


A dividend of 75¢ per share has been 
declared on the Capital Stock, payable 
January 15, 1938, A — of 
record, January 3, 1 

L. G. pion moll Treasurer. 





Leta 










__ ZITO 























Can You Match 
These Stoeks? 


15 outstanding issues for 


1938 profits 


Undervalued issues forced to 
drastic levels in recent decline, 
and selected by our Staff for im- 
mediate purchase. 


5 low priced stocks for 
large percentage gains. 
5 ‘‘new industry”’ stocks 
with unusual growth 
possibilities. 

5 gilt-edged issues for 
safety, income and 
appreciation. 


Send for this list Today! 


Be sure to get this 15-stock program 
before making any new investments. 
Introductory copy without obligation. 


Send for Bulletin WS-4 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A re Boston, Mass. 











KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. e@ urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 

Street, 90 Broad Street, New York, N. Y. 





*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


**TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a@ security advisory service conducted by 
The Magazine of Wall Street for over 
19 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 

rite for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Oopies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 


Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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1934 1935 
M High Low High Low 
Minn. Moline Power 3% 1234 6% 
Monsanto Chemical.................- 55 103 79 
SS) ee ee 21%, 68 35% 
PGS Ob Shen baiciccnevarees 45%, 22%, 14 
N 
Nash Kelvinator...................4- cave Ae oe 
Nati | RRS SRE peers een 22, 38%, 283, 
Cash Register. pa 32%, 211% 
errs 12) 28%, 21 
| Sa eee 231, 33% 255% 
National een! oo 5 Baaiantes Bets aoe 2637/2 
National | Power & Light 4% 144 9% 
Ned oo Seay h since enna 4072 78 5714 
ER cn conc ceusss 000s s0 19% 83 321% 
Newport Industries.................4. 43 40 9 
chs hbo nassss base sec 9 ast 23% 
North Amer. Aviation 2 14%, 6% 
ON ee eee 9% 18 121% 
2 GREE RS SPR eee Ce 4%, 2%, 12% 
P 
Pacific Gas & Electric... boss ss 13% 41 30% 
Packard Motor Car.................-- 71 31% 133% 6% 
Paramount Pictures................--. 12 8 25 1% 
ks Serr 84, 57%, 112% 69 
Ros oc icin’ a Swine bine oo. 281, 1234, 563/44 255 
PRS POMOIOUD . occ ccc scccccccees 40 133% 524% ae 
| serie 53%, 42 56 40% 
Public Service of N. J.............-55 463, 20 501 39 
DRT ECR Guo cee anads anaes saom 52% 3 69% 36% 
REM ERG se pepeb seuss <>34cn =< 17 5%e 89024 Ye 16 
R 
Radio Corp. of America.............. 133 4 14%, 9% 
Radio-Keith-Orpheum................ 6 1% 10% 5 
Remin oes ~ i SAS TY Seo 20%, 7 25 Lb 
RRR See rer 20%, 9 29% 16% 
Reynolds we 1: ) Tob. Cl. B.. .... S8% 431% Ve 50 
INE ood ooo ddaisaeccceosess 46 315 49/2 27 
Schenley Distillers...........20.00000 56%, 22 55% 37%, 
ee eer ree 697% 31 101% 59%, 
A om .. 12% 1% 193, 1114 
Shell Union Oil...... 51% 281, 14%, 
Socony-Vacuum Corp. .. 15% 10% 17% 12% 
Spiegel, Inc.......... B4 434% 114% 63 
es 1214 18% 148 
Standard Gas & Elec 1% 9% 5% 
Standard Oil of Calif 273%, 4772 35 
St Oil of Ind 23%; 487 32%, 
St Oil - N. J 35% 707g 51% 
a ee 6% 24% 1612 
Stone & Webster Peweealcseaasbacsuse Hy; 3014 14% 
a re eee 2% 15% 9% 
a a en NR eRe 60% 91 70 
It os OA, 5 winds bie elein 16% 5514 28% 
Texas Gulf Sulphur 283, 443, 33 
Texas Pacific Coal & Oil.............. 9% 3% 15% 1% 
Tide Water Assoc. Oil............... 15% 772 21% 14%, 
Timken Detroit Axle................. 131% 4% 27% 121/74 
Timken Roller Bearing...............- ne 2852 741 56 
Twentieth Century-Fox................ 24%, 13 38%, 22% 
U 
Underwood-Elliott-Fisher.............. 87, 53%, 1023 472 
Union Carbide & Carbon. . 15% 44 105%, 971% 
Union Oil of Cal... . 24 14%, 28% 20%, 
United Aircraft..... .- 30% 9% 3238 20% 
Unlled CaIOOR. .....c0cccsceese . 46 964%, 68 
MN ic S eos has a ov nese saw 7¥%, 1k 9% 53% 
| RS ers 9254 601 87 66% 
United _ ‘nang Pee ehbeee sGnerane st oe 181% 9% 191 14%, 
MANE oe 00 bl sa.cocknnees 40%, 12544 80%, 
a ecetAbia..........:.:: 5059 35% 59 3114 
v: US ae 22%, 14%, 63% 21% 
i 7 See 17% 9% 49% 1632 
U.S. Smelting, Ref. & Mining......... 1241 9134 10334 72%, 
U.S. a . ewes sehen cdesshans tee 50% 27) 79/2 467 
TR 2 eee 119%, 73% 15434 115% 
Utilities oh MR Rol cdr sn ch evens 4%, 4 7 3% 
Vv 
SE EEE SS See tea Sea 21%, 111% 30% 16 
Ww 
OR LS ee aes eee See sei 12%, 51% 
Warner Brothers Pictures.............. 10%, 2%, 18 i 9% 
Western Union Tel.................4- 771% 20% 96%; 72Y, 
Westinghouse Air Brake.............. 35% 18 50% 34%, 
Westinghouse Elec. & Mfg............ 9834 32% 15314 941/ 
NMED casas sac sss psa 00sss: 9% 3 11 6% 
Ne reer irs sksescn> 6% 65% 51 71 44%, 
Worthington Pump & Mach........... 25% 113% 36%, 23% 
Yellow " & ae / a hepaewate ees ena 9%, 256 23% By, 
Youngstown Sh. & Tube.............. 47% 13 873%, 41%, 
= 
Eee ee 14%, 1% 4294 111% 


* Not including extras. {Paid this year. 
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(Continued from page 383) 


cigarettes generally hold up longer 
during periods of widespread unem- 
ployment than do those of most 
other types of merchandise and any 
decline which might occur seems 
likely to be of minor proportion. 
Reynolds’ financial condition has 
been well maintained and indications 
are that dividends will be continued 
at about the present rate of $3.00 a 
share annually. The new dividend 
policy of the company is to spread 
total annual payments over five in- 
stallments, the final payment for the 
year being dependent upon the 
amount of earnings undistributed in 
the regular four quarterly payments. 
A 60 cent dividend payable January 
2, 1938, is the first payment made 
under the new schedule. Since earn- 
ings seem likely to hold around cur- 
rent levels, even allowing for a pos- 
sible further recession in general 
business activity, we regard the 
stock as a sound income producer 
which should work gradually higher 
in the market as investor confidence 
is restored. 


American Locomotive Co. 


If possible, will you please point out and 
discuss the factors bearing on the outlook for 
American Locomotive. I have 100 shares 
bought at 31%. I can’t understand this 
stock's pronounced weakness when, only a 
few months ago, there was talk of its ex- 
cellent orders on hand—for over 100 locomo- 
tives as I recall—J. K. L., Philadelphia, Pa. 


The recent market performance of 
American Locomotive, common, may 
be attributed chiefly to the less fa- 
vorable earnings position of the rail- 
roads. During the greater part of 
the year 1937, the roads enjoyed an 
increase in traffic and earnings, but 
the more recent wage increases and 
higher expenses generally, coupled 
with a decline in carloadings, indi- 
cates that there will be but little new 
locomotive business until there is 
some tangible evidence of improve- 
ment. This might readily come about 
through a favorable rate decision by 
the I. C. C. and in view of the basic 
nature of the railroad industry and 
the consequent interest of both the 
government and business generally, 
In its ability to carry on profitably, 
the odds seem to favor some sort of 
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constructive action. It is an admit- 
ted fact that the railroads of the 
country are in dire need of replac- 
ing a great deal of their present lo- 
comotives with the more efficient 
up-to-date types now available. This 
is particularly important since siz- 
able economies may be obtained 
through their use. Under normal 
conditions, American Locomotive 
has shown large earnings on its com- 
mon stock, although since 1930, 
losses have been recorded in each 
year through 1936. In the first half 
of 1937, a profit of $1.11 a common 
share, after regular preferred require- 
ments, compared with a loss a year 
earlier. On the basis of the indicated 
heavier deliveries during the second 
six months of the year, earnings for 
that period should compare favor- 
ably with earlier months. Preceding 
the company’s 767,900 shares of no 
par common stock are 351,961 shares 
of 7% preferred (par $100). Ac- 
cumulative dividends in arrears on 
that issue totalled $32.00 a share on 
September 30, last, although direc- 
tors since declared a $7.00 dividend 
on account of accumulations, the 
payment date being December 20. 
A year before a distribution of $3.00 
a share was made on the preferred. 
It is apparent that there will need 
to be a considerable improvement in 
earnings before the common stock 
can participate therein, but arrears 
should present no permanent prob- 
lem if the railroads again enter the 
market on a broad scale. Recogniz- 
ing the limitations under present 
conditions, we nevertheless believe 
that the adverse factors are largely 
discounted in present share prices. 
Looking to the future and to ulti- 
mate improvement in the railroad 
picture, particularly, we feel that 
American Locomotive common of- 
fers interesting speculative possibili- 
ties to one willing to exercise suffi- 
cient patience. 


American Radiator & Standard 
Sanitary Corp. 


Can you make any encouraging prediction 
for American Radiator & Standard Sanitary 
common. I hold 200 shares, bought at 16%, 
but am quite doubtful whether we shall see 
the great spurt in building construction we 
have been told so much about. I have held 
this stock so long that I feel I may later 
regret it if I should liquidate now—V. N. 
Lynn, Mass. 


While it is yet too early to deter- 
mine with any degree of accuracy 


just how successful various efforts to 
stimulate residential construction 
work may be, there does seem to ex- 
ist a reasonably sound basis for as- 
suming some improvement in this 
field. The industry currently is se- 
verely curtailed and considering the 
recognized need for low cost hous- 
ing in most sections of the country, 
there will unquestionably be some 
effort to meet this demand through 
government sponsorship. Addition- 
ally, lower material costs should prove 
a further stimulus to the building 
trades, especially should there be any 
improvement in the general busi- 
ness picture and a consequent re- 
newal of investor confidence. Should 
such a recovery occur, as we believe 
it will, American Radiator would be 
one of the chief beneficiaries. This 
company, as you probably know, 
manufactures a broad list of heating 
appliances and plumbing goods, es- 
pecially adapted to residential needs, 
while close contact with potential 
buyers is attained through a highly 
trained distributing organization. 
Manufacturing plants are strategic- 
ally situated throughout the United 
States, while similar facilities exist in 
Canada and a number of European 
countries. Earnings during recent 
years have naturally been held in 
check by depression influences, but 
following rather sizable losses in the 
years 1932-33, a decided improve- 
ment was shown with common share 
equivalents of 11 cents, 24 cents and 
70 cents being recorded in the years 
1934-36, respectively. Earnings in 
the first nine months of 1937 
equalled 63 cents a share on the 
common, as against 42 cents a year 
before. Some decline probably will 
be recorded for the fourth quarter 
in line with the letdown in general 
business activity and particularly in 
the construction industries. Balance 
sheet position of the organization 
continues strong, while capitalization 
is believed conservative for a com- 
pany of this size, consisting of ap- 
proximately $11,500,000 in funded 
indebtedness and $10,500,000 in pre- 
ferred stock, ahead of the 10,045,000 
shares of no parcommon. The com- 
mon stock currently pays 60 cents a 
share annually, which seems reason- 
ably secure. Since indications point 
to at least some pickup over early 
future months from present de- 
pressed levels, we frankly feel that 
the stock is worthy of retention here 
with the possibility of a worthwhile 
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advance in the market if it becomes 
reasonably certain that the building 
industry as a whole is in for better 
days. 


Hercules Powder Co. 


Please tell me about the 1938 prospects for 
Hercules Powder, of which I have a small 
block. Does it deserve to be retained in a 
diversified list—for both profit and income? 
Do you figure the recent split-up will attract 
new investment and speculative buying? In 
your opinion, is it underpriced at current 
levels?—A. G. Baltimore, Md. 

Originally engaged chiefly in the 
manufacture of explosives, Hercules 
Power Co. now derives a large pro- 
portion of its earnings from specialty 
chemicals and naval stores. It still 
preduces explosives and other blast- 
ing supplies, however, as well as 
smokeless powder for rifle and shot- 
gun use, and ranks among the lead- 
ers in this type of business. Quite 
obviously, the demand for industrial 
explosives tends to fluctuate in ac- 
cordance with the rate of activity in 
such fields as construction and min- 
ing, particularly, while gun powder 
sales are also influenced by the gen- 
eral state of prosperity. The or- 
ganization is the world’s leading 
manufacturer of nitro-cellulose, now 
widely used in producing lacquers for 
the automotive and furniture indus- 
tries, as well as for numerous other 
products such as textiles, films, plas- 
tics, etc. Naval stores also provide 
an important source of revenues and 
these are sold to a diversified list of 
customers, operating in such fields 
as soap, paper, rubber, paint, lin- 
oleum and a wide variety of others. 
Through active research, the com- 
pany has steadily developed new 
products and markets and this im- 
portant division may be expected to 
contribute to further growth. Capi- 
talization is conservative and finan- 
cial condition strong. The two-for- 
one split which you mention in- 
creased common stock outstanding 
to 1,211,596 shares, preceded by only 
96,194 shares of 6% preferred. The 
split-up may be expected to broaden 
the market for the stock and since 
working capital was _ materially 
strengthened in September through 
the sale of 59,618 shares of the old 
stock at $75 a share to existing stock- 
holders, dividend payments on the 
new stock should be maintained on a 
liberal basis. Recession in general 
business will, of course, exert a re- 
straining influence upon sales, but 
considering the growth potentialities 
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of the company, its stock is consid- 
ered attractive for retention at pres- 
ent reasonable levels. 





American Smelting & Refining Co. 


Let me have, please, your latest informa- 
tion and comment relative to holding Ameri- 
can Smelting & Refining. I have about siz 
points profit at this time, but the current cop- 
per situation gives me much concern —T. 


R. D., St. Louis, Mo. 


With the common stock of Ameri- 
can Smelting & Refining Co. quoted 
recently around 47, or nearly 60 
points below the high for the year, 
the restrictive factors currently in 
evidence appear liberally discounted. 
Admittedly, there has as yet been no 
conclusive evidence of sustained im- 
provement in demand for non-fer- 
rous metals, such as are handled by 
the company, but with any recovery 
in business as a whole, this leading 
factor in the metals industry, may 
be expected to again enjoy a pickup 
in its operations. Earnings for the 
year 1937 were, of course, bolstered 
by the activity enjoyed during the 
first half-year, and for the greater 
portion of the third quarter, at least. 
In the first six months of 1937 the 
company revealed earnings equal to 
$3.38 a common share, against $3.01 
a year before. The capital structure 
of, the organization has been mate- 
rially strengthened over recent years, 
funded debt and a rather sizable is- 
sue of 6% second preferred stock 
having been eliminated. As now set 
up, capitalization consists of 500,000 
shares of non-callable $7 preferred 
stock and 2,191,669 shares of com- 
mon. Including the $1.00 per share 
year-end special dividend, distribu- 
tions on the common stock for 1937 
totaled $5.00 a share, a figure sup- 
ported by indicated earnings. Pros- 
pects for the early months of 1938 
indicate a less favorable performance 
as a result of generally lower metal 
prices and less activity in the smelt- 
ing and mining fields. Labor prob- 
lems also exist,, particularly in Mex- 
ico, where it is expected the union 
will demand shorter hours and high- 
er wages. Despite the uncertainties 
involved, the favorable past earnings 
record of the company and its lead- 
ing position in the industry would 
seem to assure ultimate improve- 
ment in market performance of its 
common stock. It is well to bear in 
mind that the ulitities and construc- 
tion industries are normally heavy 
buyers of copper and that improve- 


ment in these fields would augur well 
for the subject organization. 





International Harvester Co. 


What can you say, by way of encourage- 
ment to one who is inclined to hold 150 shares 
of International Harvester, purchased at 68, 
even though he is greatly worried over the 
economic outlook? Do you believe, as some 
of my friends do, that farm purchasing power 
will decline in 1938?—B. F., Racine, Wisc. 

International Harvester Co., as 
the leading manufacturer of farm 
equipment and supplies, is naturally 
strongly influenced by the state of 
agricultural prosperity. Bumper 
crops in 1937 and a price level for 
most commodities sufficient to per- 
mit of a profit to the producer, nat- 
urally increased farm income as a 
whole and stimulated demand for 
machinery of the type produced by 
the company. However, the recent 
price decline in such important items 
as wheat, corn, cotton, etc., natu- 
rally injects some uncertainty into 
the farm income outlook for 1938. 
Additionally, the recession in em- 
ployment in industria] centers tends 
to lower agricultural prices. By 
and large, however, the position of 
agriculture seems likely to improve 
further in relation to industry as a 
whole, aided by Federal government 
grants and a lower rate of average 
costs through wider adoption of up- 
to-date equipment. While the re- 
port of International Harvester cov- 
ering the fiscal year ended October 
31, last, is not available as this is 
written, it is believed that earnings 
well above the $5.89 a share recorded 
a year before will be revealed; esti- 
mates place earnings around $7.25 a 
share, even higher than the $7.11 per 
share earned in 1929. The company 
has greatly improved manufacturing 
facilities during recent years, not 
only in the United States, but in 
other parts of the world. 

In addition to the company’s farm 
implement line, a wide variety of 
gasoline and Diesel powered tractors, 
trucks and engines for industrial 
purposes are produced, which enable 
the company to benefit from in- 
creased activity in the construction 
and other industries of this type. 
With farm income unlikely to regis- 
ter any disastrous slump and the 
strong possibility of a worthwhile 
recovery in the industrial picture, we 
frankly feel that the stock should do 
better in the market and advise fur- 
ther holding. 
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carried in our Bar- 
gain Indicator . . 
ommended December 17 
at 4714. Itisnow 5144... 
a profit of 4 points in 
less than 1 week. Boeing 


- Was rec- 


Sheet & Tube, etc. 





Two new illustrations of the substantial 
profits made available through our definite 


Additional profits are also open in Douglas 
Aircraft, Texas Corporation, Youngstown 
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are constantly alert for 
market situations that of- 


fer exceptional profits. 


New Opportunities 
Developing 





As our first step in serving 





Airplane . . . an Unusual 
Opportunity . . . was recommended November 16 at a 
net of 23. It is now 3334 ... 1034 points profit or 47% 


appreciation in less than 6 weeks. 


Profitable Period Ahead 


It is the judgment of our analysts that we enter 1938 
with the market in the process of staging a full inter- 
mediate recovery. It should regain from one to two- 
thirds of the ground lost. 


The advance, however, will be highly selective, with 
some stocks doing much better than the averages. Wit- 
ness the recent upsurge in aircraft, steel and farm equip- 
ment stocks while motors, motor accessory and motion 
picture issues were declining. 


Our subscribers, through our definite advices, have been 
well represented in these buoyant groups. It is through 
this care in selection and through accurate timing of 
when to buy and when to sell that THE Forecast can 


bring you profits of many times our fee. Our analysts 


you, we shall analyze your 
securities advising you what to continue 
to retain and what to close out. We shall then 
counsel you in concentrating in the leading stocks of 
advancing groups. You will be informed . . . by 
telegraph and by wire . . . when to buy and when to 
sell. 


present 


Enter your subscription to THE Forecast and you will 
be advised of several stocks that offer quick and sub- 
stantial profits. We are now recommending three active 
stocks—average price under 35—as Trading Advices; 
three dividend-payers—average price under 42—in our 
Bargain Indicator; and three low-priced stocks—aver- 
age price under 20—as Unusual Opportunities. 


By taking advantage of the special offer outlined below, 
you can profit materially through our definite advices 
before your subscription officially starts on February 1. 
Attach your remittance to the coupon and mail at once. 
Then, telegraph us collect: “Remittance and subscrip- 


tion in mail. Wire.............. advices.” 
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Du Pont, Master of Synthesis 





(Continued from page 353) 


cant sum in bonds outstanding. 
Junior to the preferred stock, there 
are 11,065,762 shares of common 
stock of $20 par value. It will 
be noted that the purchase of one 
share of du Pont common—which 
today sells for about $113 a share— 
for all intents and purposes carries 
with it 9/10ths of a share of General 
Motors. Hence, it may be consid- 
ered that the price of du Pont as a 
going chemical business is some $80 
a share. 

So far as the future is concerned, 
du Pont’s vast and varied interests 
inextricably tie the company up with 
the well-being of the country as a 
whole. General aggressiveness and 
constant research are reassuring, of 
course. Incidentally, du Pont en- 
gages in research of two different 
kinds. The first endeavors to evolve 
new methods and cheaper processes, 
while the second delves into chem- 
ical fundamentals with a view to 
producing entirely new products. 
But however wideawake the com- 
pany may be and though it may be 
as successful with its research in the 
future as it has been in the past, 
these considerations are mainly in- 
dicative of no ground being lost 
within the economic structure. They 
merely cushion the impact should 
there be a deterioration of this struc- 
ture as a whole. 

Thus, we may look upon du Pont 
as representing an investment me- 
dium which will do better than the 
average when the company’s in- 
ternal improvements of products 
and methods is being helped along 
by a mounting tide of general busi- 
ness activity. It will also do better 
than the average when the business 
tide is receding, although this is not 
to say that its own activities will 
suffer no curtailment, nor that 
du Pont is that miracle company 
whose profits must move uninter- 
ruptedly towards new high levels. 
This is obviously not so as we can 
very well see from the record of the 
last depression. It is hard to forget 
that the common stock of du Pont 
which sold well above $200 a share 
it 1929 was selling for $22 a share 
only three years later. 

And what of the outlook for gen- 


eral business, to a consideration of 
which the prospective stockholder in 
du Pont has been driven for a final 
determination of his course of ac- 
tion? Certainly it must be admitted 
that over the near-term at least 
prospects are obscure. This is so if 
only because there are so many 
political factors involved. What is 
Washington going to do about taxes, 
about the unprecedented persecution 
of the public utility industry: will 
our Government embark perhaps 
upon more pump-priming or other 
inflationary tactics of a monetary 
nature? All these must be listed in 
the doubtful column as obscuring 
the business outlook for the next 
few months. Later business must 
improve: it will either improve itself, 
or the Government will do some- 
thing to bring improvement about. 
As for du Pont, all this boils down to 
the conclusion that while the stock 
may fluctuate erratically for a while, 
a patient holder can count upon its 
ultimately being profitable. 





What the Freight Rate In- 
crease Would Mean to 
Rail Earnings 


ber statistics are available, it will be 
found that ratio between costs and 
revenues is more unfavorable than 
at any time since 1932. That is why 
a substantial rate increase is needed, 
and why it no doubt will be granted. 
The combination of a rate increase 
and a recovery in traffic would pro- 
duce the lowest ratio between costs 
and revenues—and the best rail- 
road earnings—that we have seen 
since 1929. 

On the whole, the rail outlook can 
only be considered highly specu- 
lative. We would for the present 
certainly retain existing holdings, 
however, for a rate increase will be 
beneficial and it is possible that the 
worst of the traffic slump may have 
been seen. 





Wheeling Steel 








(Continued from page 355) 


than in either 1937 or 1936. With 
the exception of bituminous coal, it 
is somewhat to be doubted that cost 
of materials and supplies in 1938 
will average more than in 1936. 

The most significant measure of 
the cost trend is the ratio of operat- 
ing costs to gross revenue. A sharp 
and protracted slump in_ traffic 
would raise this ratio much more 
seriously than it has been raised 
during the past several years by 
higher costs of labor and materials. 
Thus, at the cost level of 1930 total 
expenses and taxes took 83.5 per 
cent of gross revenues, while at the 
much lower cost level of 1932 this 
ratio moved up to 89.6 per cent. It 
was 84.7 in 1933, 85.9 in 1934, 85.5 in 
1935, 83.5 in 1936 and 85 for the first 
ten months of 1937. The beneficial 
decline in 1936 was due to the fact 
that while costs were rising, revenues 
were rising faster. The upturn in 
the first ten months of last year was 
due to costs rising faster than rev- 
enues advanced. 

It is probable that when Decem- 


(Continued from page 361) 


led 


projected plans for 1937 called for 
an aggregate outlay of around 
$8,000,000, to be used principally 
for the installation of a new Ductil- 
lite tinplate mill and major replace- 
ments at the Portsmouth works. 
The management has also expressed 
the belief that substantial additions 
would shortly have to be made to 
the company’s continuous rolling 
capacity. From the foregoing, there- 
fore, it is apparent that Wheeling 
Steel is a well integrated and pro- 
gressive organization. 

Operations of the company in 1936 
averaged better than 76 per cent of 
capacity and on this basis out- 
ranked the five leading steel pro- 
ducers. Youngstown Sheet & Tube 
came the nearest to Wheeling’s fig- 
ure with operations averaging 71.1 
per cent of capacity, while those of 
U.S. Steel were less than 66 per cent. 

Wheeling’s net profit in 1936 
amounted to $4,115,338 or the equiv- 
alent of 5.1 per cent of net sales. 
With the exceptions of Republic, 
Bethlehem and Jones & Laughlin, 
all of the eight steel companies 
which outrank Wheeling in size had 
a larger margin of profit in 1936. 
U.S. Steel showed nearly 6 per cent, 
Youngstown, more than 8 per cent 
and Inland nearly 13 per cent. 
Wheeling’s earnings were equal to 
$2.35 per ton of ingot capacity and 
$3.09 per ton of ingots produced. In 
both instances, the company’s show- 
ing was better than that of the four 
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leading producers, U. S. Steel, Beth- 
lechem, Republic and Jones & Laugh- 
lin. Wheeling also realized a larger 
return on invested capital than any 
of these four -ompanies. 

Although these figures are a year 
old, they are nevertheless significant 
as indicating the comparative show- 
ing of Wheeling in a fairly normal 
year for the steel industry as a 
whole. They support the conclusion 
that under normal conditions the 
company can be counted on to give 
a reasonably good account of itself. 

Capitalization of Wheeling Steel 
in relation to productive capacity is 
rather high. It is about on a par 
with that of National Steel and 
while it is less than that of U. S. 
Steel, Bethlehem and Youngstown, 
it is higher than that of Republic, 
Jones & Laughlin, American Rolling 
Mill and Inland (based on 1936 bal- 
ance sheets). Outstanding capitali- 
zation of Wheeling was equal to 
$62.69 per ton of ingot capacity; 
National Steel, $62.66; U. S. Steel, 
$64.73; and American Rolling Mill, 
$43.70. 

The capital structure of Wheel- 
ing, however, is top-heavy. In addi- 
tion to $33,600,000 first mortgage 
415 per cent bonds due 1966, there 
were outstanding at the end of 1936, 
382,862 shares of 6 per cent preferred 
stock, on which dividend require- 
ments totaled $2,295,172. To what 
extent this heavy dividend require- 
ment affected the position of 402,301 
shares of common stock is indicated 
by the fact that average annual 
earnings available for dividends over 
the past twelve years totaled $2,- 
361,316, or only slightly in excess of 
preferred dividends. As a conse- 
quence the company was compelled 
te omit preferred dividends during 
the depression and arrears in the 
amount of $9,157,128 had accumu- 
lated by the end of last June. To 
remove this capital stumbling block, 
a plan of recapitalization was formu- 
lated and sanctioned by stockholders 
last July. 

A new 5 per cent convertible prior 
preferred was created and _ holders 
of the old 6 per cent preferred were 
given the privilege of exchanging 
their shares for one share of 5 per 
cent preferred and one-half share of 
common stock. The new preferred 
carries a 10-year convertible feature 
enabling holders over the next three 
years to convert into 114 shares of 
common; the following three years 
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into 11/3 shares of common, and 
the last four years into 114 shares of 
common. 

This plan accomplished three 
things. Arrears on the old preferred 
were eliminated, annual preferred 
dividends were reduced $381,547, 
and a means was provided whereby 
eventually all of the preferred stock 
might be eliminated through the 
operation of the convertible feature. 
The latter, of course, would bring 
about a more balanced capital 
structure. 

At last reports about 92 per cent 
of the holders of the 6 per cent pre- 
ferred stock had made the exchange. 
Computed on this basis, at the pres- 
ent time the company has outstand- 
ing 352,232 shares of 5 per cent con- 
vertible preferred, 30,630 shares of 
old 6 per cent preferred stock and 
578,417 shares of common stock. 
Such a capital set-up imparts a con- 
siderable factor of leverage to the 
common stock. The result is that 
once earnings have risen to a point 
sufficient to fully cover the large ag- 
gregate of fixed charges and _ pre- 
ferred dividend requirements, fur- 
ther earnings gains will produce a 
marked increase in per-share earn- 


ings for the common stock. The 
effect of this leverage is well exem- 
plified in the company’s showing in 
the first nine months of 1937. 

In the first nine months of 1937 
the company’s net income of $5,- 
002,033 compared with $2,068,859 in 
the same period of 1936, an increase 
of over 140 per cent. Allowing for 
preferred dividends, the amount 
available for the common stock 
would have been equivalent to $6.18 
a share on 576,189 shares of com- 
mon, comparing with the equivalent 
of 91 cents earned on 387,744 shares 
of common in the first nine months 
of 1936. Thus, and despite the in- 
creased number of shares outstand- 
ing in the 1937 period, per-share 
earnings gained 581 per cent. 

Of course, leverage has exactly 
the opposite effect upon earnings 
when sales and earnings decline and 
per-share results will then become 
subject to rapid impairment. In the 
present setting, however, and assum- 
ing that the drastic slump in steel 
operations generally will be short 
lived, the leverage factor must be 
included with the speculative fea- 
tures of Wheeling Steel common. 

Allowing for a sharp falling-off in 





New York Curb Exchange 





ACTIVE ISSUES 


Quotations as of Recent Date 


1937 
Price Range 
Recent 
Name and Dividend High Low Price 

Alum, Co. of Amer.......... 177g 72%, 83 

Amer, Cynamid ‘B'’ (*.60).... 37 17¥g 223% 
Amer. Gas & Elec. (*1.40).... 4834 2114 283% 
Amer. Lt. & Tr. (*1.20),...... 26%, 10 131% 
Amer, Superpower........... 3 %, 11% 
Assoc. Gas & Elec. (*1.40)... 4834 2114 28% 
SS 671g 23% 31% 
ON NII sos ssiesiccecctas 53% 11 2 

Cities Service Pfd............. 60 15 4114 
Colum. Oil & Gas (f.40)..... 10% 2%, 3% 
Commonwealth Edison (*1.25). 33 20% 26% 
Consol. Copper ({1214)....... 1154 3% 4k 
Consol. G. & E. Balt. (3.60)... 891% 60 65 

Creole Petroleum (*,50)...... 383%, 2014 245% 
Eagle Picher Lead ({.40)...... 27% 7 8%, 
Elec. Bond & Share.......... 281% 5% 101% 
Elec. Bond & Share Pfd. (6)... 87% 50 5914 
Ex-Cell-O Corp. (*.80)....... 27% 7 11 

Ford Mot. of Can. ‘A (1),... 2934 14 16 

Glen Alden Coal (¢.50)...... 15 5 514 
Gulf Oil of Pa. (1)........... 63% 33 38 

Hecla Mining (1.95)......... 251% 55 8%, 
Hudson Bay M. & S, ({1.75).. 42 151% 23% 
Humble Oil ({2)............ 87 54%, 68 

Imperial Oil (*.50)........... 244%, 144% 171% 
Iron Fireman (*1,20)......... 274%, WM 123% 


_ 1937 
Price Range 
—~_——~ Recent 


Name and Dividend ~ High Low Price 


Jones & Laughlin............ 126%, 27%, 37 
Lake Shore Mines (*4)....... 59% 45%, S12 
ee | Se 16% 4 9% 
Molybdenum (11)........... 11344 2%, 5 
National Bellas Hess......... 3% he hh 
New Jersey Zinc ({4.50)..... 94%, 53 591% 
N ewmont Mining (*5)........ 13534 50% 61 
Niagara Hudson Power({.40).. 16% 4 8% 
Niles-Bement-Pond (*2)...... 62 30 34 
No. Am. Rayon "A" ($2.25). 511% 20 20 
Pan-Amer. Airways ({.25).... 2614 15 1712 
Pentepee OW... ceisccvessss 956 25%, 5% 
Pennroad Corp. (1.25)........ 5% 21% 2%, 
Pepperel Mfg. (*6).......... 151 584% 176 
Pitts, Pl. Glass ({6.50)........ 14742 77 861 
po” Senne 113% 2% 3 
Sherwin-Williams (*4)........ 154%, 72%, 89 
Technicolor ({.75)........... 34 14 17% 
United Gas Corp............. 13% 3 4% 
United Lt. & Pw, “A”....... 113% 1% 314 
United Lt. & Pwr. c. v. Pf...... 15% 14% 27 


t Paid this year. 
* Not including extras. 


t Paid last year. 





391 








the company’s fourth quarter opera- 
tions and taking into account the 
probability of year-end adjustments, 
one might guess that Wheeling Steel 
for the full 1937 year will earn at 
least $5 a share. This would com- 
pare with $4.70 a share earned in 
1936. On this basis the shares 
marketwise would appear to have 
rather adequately discounted an ad- 
verse trend in the company’s earn- 
ings—unless, and such a possibility 
is not to be taken too lightly, busi- 
ness generally, and steel operations 
specifically, recuperate more slowly 
than is generally expected at this 
time. Speculating that the latter 
contingency will not materialize, 
Wheeling Steel common might well 
prove a profitabie vehicle. 





Glenn L. Martin Co. 





(Continued from page 365) 


president of the company, who as 
of January 19, 1937, owned 355,000 
shares and the underwriters, who 
owned 105,000 shares as of the same 
date. 

In September, 1936, 350,000 addi- 
tional shares were sold to the public, 
the net proceeds of $4,200,000 being 
used to liquidate a $1,000,000 bank 
loan and to construct a new plant 
which nearly doubles former ca- 
pacity. 

The plant is of fireproof steel, glass 
and brick, and is located on a 1,200- 
acre plot at Middle River on Ches- 
apeake Bay, some ten miles east of 
Baltimore. The ample waterfront, 
convenient trackage, and close prox- 
imity to the War and Navy Depart- 
ments at Washington, make the site 
ideal. 

The company’s balance sheet is 
conservative. Current assets as of 
September 30th last are $7,552,000, 
of which $3,000,000 is cash, against 
current liabilities of $2,581,000. 

On its government and foreign 
business the company seems assured 
of at least fair earnings. A con- 
servative estimate for the full year 
would be $1.50 on the common, 
which would make the current quo- 
tation of 17 seem undervalued in 
comparison with other aircraft man- 
ufacturing securities on a price times 
earnings ratio. Its price range in 
1937 was from a high of 29 to a low 
of 10. Taking into effect the current 
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trans-oceanic developments lends the 
stock speculative appeal. Let us 
examine that situation further. 

We can take as an axiom that the 
greater the concentration of traffic, 
the greater the competition and the 
smaller the fare. Thus, although 
the fare from New York to Buffalo 
by plane is over 40% greater than 
by train, from New York to Chi- 
cago is only 5% greater—taking 
into consideration extra fare, Pull- 
man, and meals on the crack trains. 

From San Francisco to Hong 
Kong, plane fare is about twice ship 
fare. The New York to Buenos 
Aires run, in which competition is 
keener, is only 40% more expensive 
by air than by sea. In each case 
the time saving is substantial. 

It would seem then, that granting 
large and safe planes capable of 
flying the Atlantic are developed, 
trans-oceanic airlines can compete 
very seriously with the luxury lines 
on a fare basis. The concentration 
of traffic is greater on the North 
Atlantic than on any other route, 
averaging recently, according to the 
U. S. Shipping Board, about 600,000 
persons a year of which approxi- 
mately one-third are First and Cabin 
Class passengers. 

When mail subsidies are consid- 
ered, plus profits and national pres- 
tige, it is easy to understand why 
the air resources of five nations are 
struggling to gain and hold an ad- 
vantage in this new and promising 
field. 

In 1931 Pan American asked for 
bids on trans-Pacific flying boats. 
The public figuratively shook its 
head but the Glenn L. Martin Com- 
pany went patiently to work. By 
1934 they had won. 

The Martin China Clippers first 
conquered the Pacific but since then 
bigger and faster ships have been 
built by Sikorsky, Boeing, Martin, 
Consolidated and Douglas. Some 
people in the industry believe that 
size will tend to stabilize a little above 
100,000 pounds while others think 
boats twice that weight will eventu- 
ally be flown. As pay load tends to 
increase sharply with additional 
weight, the emphasis will continue to 
be on size and dependability rather 
than on speed. No one company or 
even two are likely to get all the 
business. Things change too fast in 
the aviation industry. First one 
builder goes to the front and then 
another. That’s why it’s specula- 


tive. And that, in turn, is why 
sometimes it’s very profitable. Will 
the Glenn L. Martin be the first to 
conquer the Atlantic with a new 
100,000- or 150,000-pound Yankee 
Clipper? This writer rather thinks 
it will. 





Minneapolis-Honeywell 
Regulator Co. 





(Continued from page 372) 


1935. Net profits in 1936 amounted 
to $3,081,361, or nearly 23% of sales, 
In the three-year period, including 
1936, profits averaged about 20.5% 
of sales. Even in 1932, profits were 
5% of sales, a margin which many 
another enterprise would regard as 
entirely satisfactory even under more 
normal conditions. In passing it 
might also be noted that in 1936 pro- 
fits were about 30 per cent of total 
assets. 

Never restricted in their financial 
policies by an unwieldy capitaliza- 
tion, the management has been gen- 
erous in the payment of dividends. 
Common stockholders have received 
something every year since the pres- 
ent company was organized and 
never less than $1 a share. Total 
dividends paid in 1937 amounted to 
$3 a share, with the two latest quar- 
terly payments having been made at 
the rate of 75 cents a share. 

Late in 1936, the management tak- 
ing advantage of the lower interest 
rates prevailing at that time formu- 
lated a plan involving an exchange 
of the outstanding 18,258 shares of 
6% preferred stock for a new 4% 
convertible preferred stock, on the 
basis of 1 1/20 shares of new pre- 
ferred for each share of old. An addi- 
tional block of 5,830 shares of 4% 
preferred stock was sold at $100 a 
share, the funds have been added to 
working capital. Giving effect to the 
foregoing plus the 5,700 shares of 
preferred stock issued for the assets 
of National Regulator Co., total 
number of preferred shares outstand- 
ing amounts to 30,700, on which 
dividend requirements are less than 
$123,000 annually. The preferred is 
convertible into common stock at 
$120 a share until December 1, 
1941; thereafter at $150 a share. 

Early in 1936 the company’s com- 
mon stock was split three-for-one, 
increasing the number of shares out- 
standing to 621,963. On the basis 
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of the latter amount, net earnings in 
1936 were equal to $4.78 a share for 
the common, of which $3.50 a share 
was paid in dividends. 

In the first half of 1937, Minnea- 
polis-Honeywell’s sales totaled $7,- 
743,859, as compared with $4,618,805 
in the same months of 1936. Had 
general business, and new building 
particularly, maintained the pace 
which had been set in the earlier 
months of last year, the company 
may well have reported total sales 
not far from the $20,000,000 mark. 
As it is, and even allowing for the 
fact that the final quarter of the 
year is the company’s most active, 
it is unlikely that sales will exceed 
$15,000,000. Sales in the first nine 
months, with the benefit of some 
$4,000,000 in the third quarter, fell 
just short of $12,000,000. Net profit 
for the nine months period amounted 
to $2,220,040, or the equivalent of 
$3.42 a share for the common, after 
preferred dividends. In the same 
period of 1936, profits of $1,750,151 
were equal to $2.68 a share. 

It is, of course, possible that final 
results for the past year may be 
better than suggested above. It is 
pertinent, however, to note that ship- 
ments of oil burners in October to- 
talled only 24,228 units as compared 
with 33,052 in September and 33,314 
in October, 1936. New orders booked 
last October totaled 23,390 as com- 
pared with 32,860 in September and 
33,355 in October, 1936. Sales of 
mechanical stokers also dropped in 
October, the total of 16,593, com- 
paring with 18,769 in September and 
17,909 in October, 1936. Although 
Minneapolis-Honeywell sells neither 
stokers nor oil burners, the sales of 
these products undoubtedly have 
considerable bearing on the demand 
for heat-control devices and_ the 
downward trend in their sales will in 
all probability have a counterpart in 
the sales of Minneapolis-Honeywell. 

Naturally the company has a vital 
interest in the success of the efforts 
now being undertaken in Washing- 
ton to stimulate large-scale build- 
ing and housing projects. The suc- 
cess of these efforts is by no means 
assured, particularly if they are put 
forth without affording business 
generally some relief from. stifling 
taxes and legislation. Therefore too 
much stress should not be placed on 
them as a means of restor‘ng to the 
building industry the high promise 
of early 1937. 
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As a matter of fact, it is possible 
that the sharp slump which has oc- 
curred in building may be its own 
corrective by bringing the cost of 
construction more in line with the 
ability of potential builders to pay. 
Already there has been some decline 
in the cost of building materials. 

In any event, it is certain that the 
acquisition of shares of companies 
identified with building activity must 
be regarded frankly as a more specu- 
lative venture at this time than 
would have been the case a year ago. 
This is true even with a company 
which has had such an outstanding 
record to its credit as has Minneapo- 
lis- Honeywell. Of Minneapolis- 
Honeywell, however, it may be 
said that the shares at 65, or 40 
points under their 1937 high, offer 
the investor one of the more con- 
servative vehicles for participating 
in the building industry. Should the 
industry enjoy anything approach- 
ing a genuine recovery, Minneapolis- 
Honeywell will unquestionably make 
a very creditable showing—if the 
building industry remains in a 
trough, Minneapolis-Honeywell. on 
the strength of its showing in pre- 
vious years of poor business, will 
probably do much better than the 
average company, whatever its in- 
dustrial field. 





The Paper Industry Treks 
South 
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increased rapidly and will probably 
absorb the entire output of its South- 
ern mills by 1939: 


SALES OF Krart Paper Propucts 


1934 — 365 M. tons 
1935 — 460 
1936 — 580 


1937 — 700 (est.) 


Estimates of the capital invested 
during the 3 year period 1936-37-3 
in new paper and pulp mills in the 
South vary a great deal, according 
to who is interested, but surely $100 
millions has been expended for tim- 
ber lands and mills. A large part 
of the expenditures have resulted in 
further integration of long estab- 
lished concerns and to some extent 
will not constitute duplication of 
productive capacity elsewhere. 

The claim that large savings in 
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the cost of wood pulp are made 
by mills locating in the South 
has some basis at present, because 
so many large paper manufac- 
turers of considerable experience 
with Northern conditions and costs 
are the leaders in the migration to 
the South. On the other hand it is 
obvious that eventually any cost 
advantage will disappear as more 
and more paper makers try to 
take advantage by moving South. 
. It will be remembered that at the 
time American Rolling Mills Com- 
pany built the first commercial con- 
tinuous sheet mill, there was a “sav- 
ing” of several dollars a ton in favor 
of the new mills. This was shortly 
eliminated because so many steel 
mills did the same thing that the 
price of sheets was lowered steadily 
and the “saving” disappeared. 

No kind of economic planning 
would prevent the price of Kraft 
pulp being lowered as much as the 
virtual spread that may exist now 
and the older, inefficient pulp mills 
in the North will be gradually elim- 
inated in much the same manner that 
the old style sheet mills have been 
eliminated by continuous sheet mills. 

It is probable that the earlier 
entrance of Northern mills in the 
South was prompted by conditions 
similar to the migration of cotton 
mills from New England. The pres- 
ent movement is utterly different and 
iz a permanent shift. Whereas cot- 
ton mills could easily return to New 
England under a minimum wage and 
hours law, the paper industry is mov- 
ing close to the most plentiful and 
only remaining source of cheap pulp 
wood, the Southern slash pine lands. 
That it did not settle there earlier 
was because no commercial process 
for converting the pulp of resinous 
wood into white papers was devel- 
oped until recently. 





Industries Which Have Best 
Profit Outlook for 1938 
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tial demand for railway equipment 
is large. For this demand, how- 
ever, to become an effective factor 
in the earnings of leading equip- 
ment manufacturers requires that 
the railroads move an _ appreci- 
ably larger volume of traffic at rates 
which will assure them a reasonable 


profit. Should the pending 15% 
rate increase be granted, equipment 
buying may be resumed on a mod- 
erate scale but railway managers 
may go slow on increased expendi- 
tures until they have a more defi- 
nite idea of traffic volume. Increased 
rates will mean little or nothing un- 
less there is freight to be moved. 


Agricultural Equipment 


Unlike the railway equipment 
group, however, manufacturers of 
farm equipment have more assur- 
ance of the ability of their custom- 
ers to buy and pay for new farm 
equipment and machinery.  Al- 
though estimates of farm income 
in 1937 have had to be modified to 
conform with the lower prices of 
farm commodities, the figure will 
still show a healthy gain over 1936. 
Prices of most farm equipment have 
been raised on the average of 4% to 
5% for 1938 deliveries, but whether 
these advances will be sufficient to 
fully compensate for the higher cost 
of labor and raw materials is not 
certain. There is no evidence of 
any serious let-down in the de- 
mand for tractors, in fact, the 
high level of sales has brought new 
competition into the field. From all 
indications export sales of farm 
equipment recorded a_ substantial 
gain last year and demand from this 
source may continue to expand dur- 
ing 1938. Most of the leading man- 
ufacturers have added materially to 
their inventories and_ receivables 
during the past year but it is be- 
lieved that neither of these items will 
prove unduly burdensome. 


Electrical Equipment 


Practically all of the leading man- 
ufacturers of electrical equipment 
recorded a sizable gain in new or- 
ders during the past year. New 
bookings slumped in the final quar- 
ter, however, and backlogs were re- 
duced. In appraising the 1938 pros- 
pects it appears certain that the 
large manufacturers with a widely 
diversified output of electrical prod- 
ucts will fare much better than the 
more specialized units. At least this 
should hold true in the early months 
when demand for heavy equipment 
is likely to be stifled by general 
business uncertainty and the re- 
luctance of industrial managers to 
undertake new plant expansion and 
rehabilitation, pending improved se- 
curity markets, the prerequiste of 


new financing, and a more clearly 
defined business prospect. Should 
the utilities draw any encourage- 
ment from a less belligerent attitude 
toward them on the part of the Ad- 
ministration, they may undertake 
property expansion on a large scale, 
thereby unleashing one of the most 
effective sources of equipment de- 
mand. Even allowing for doubts 
and contingencies, it is likely that 
the electrical equipment group may 
give a better account of itself in the 
months ahead than most “heavy” 
industries. 


Machinery and Tools 


The business of machine tool 
builders is extremely sensitive to the 
ebb and flow of general business. 
For this reason it is not surprising, 
after months of capacity operations, 
that the close of the past year found 
most machine tool companies with 
substantially depleted backlogs. 
New bookings were declining and 
would have been much lower but for 
the sustaining effect of foreign or- 
ders. Like most manufacturers of 
industrial equipment, the machine 
tool companies have only barely 
tapped the potential demand which 
has been built up merely through 
obsolescence. Moreover, the re- 
lentless demand upon industry to 
offset rising production costs through 
the use of the most efficient type of 
machinery—and which the machine 
tool builders are prepared to supply 
—virtually guarantees a sustained 
demand for machine tools, if and 
when industry is willing and able to 
replenish its needs. That will de- 
pend as much as anything on the 
trend of political events over the 
months ahead. In the main, there- 
fore, the outlook for machine tool 
builders is no better of worse than 
that of general business, with the 
likelihood that the automobile in- 
dustry and foreign demand will pro- 
vide the mainstays of new orders 
through the forepart of 1938. 


Business Equipment 


In the light of the sharply rising 
curve of orders experienced by man- 
ufacturers of business and office 
equipment over the past two years, 
it is probable that the replacement 
demand built up during the depres- 
sion has been pretty much depleted. 
In the meantime, however, new laws, 
taxes and regulations have made it 
compulsory for business and industry 
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to compile voluminous records. The 
business machinery makers have 
kept pace and many new and more 
efficient machines have been intro- 
duced. The Government itself has 
been one of the largest purchasers. 
Export business gained about 30% 
during the past year and foreign 
sales continue to contribute an im- 
portant slice of the business equip- 
ment makers’ profits. That new or- 
ders in the first quarter, at least, 
will decline seems certain at this 
time but a reversal in this trend may 
be expected simultaneously with any 
change for the better in the general 
business prospect. 


Chemicals 


One might say that the chemical 
industry faced a period of expansion 
almost any time. It is by nature 
an expanding, developing industry 
for research, new products, new 
markets are among the character- 
istics of most, if not all, of its com- 
ponent companies. Furthermore the 
outlets for the consumption of the 
products of the chemical industry 
are so numerous that a time when 
all of its market is depressed is rare 
indeed. 

If general recovery takes place in 
1938 the chemical industry will be in 
the van of the movement. In the 
event that improvement is delayed, 
chemical manufacturers will at least 
hold their own. 





How the Charts Interpret 
Steel Stock Prospects 
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portion of the anticipated move al- 
ready accomplished. On the other 
hand, U.S. Steel has still to complete 
the reversal pattern but once com- 
pleted it is logical to assume it will 
equal if not surpass Bethlehem’s per- 
formance over the medium term. 
From a purely technical viewpoint 
there is a greater risk in purchasing 
U. S. Steel within its uncompleted 
pattern but the Bethlehem Steel ac- 
tion in all probability is a forerunner 
indicating the trend. 

While the blast furnace theory in- 
dications cannot be a factor and 
scrap prices give little inkling of 
future developments, steel ingot pro- 
duction now appears to be stabilizing 
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at the 20-30% level. This is a far 
cry from the 83.5% level in August 
and 91.5% in April. Stocks in the 
past have always been a buy under 
these conditions and with almost 
clear skies at Pittsburgh, a stock 
certificate number would stand out 
in bold relief in daylight. The tech- 
nical indications from the chart 
formations reveal definitely bullish 
structures. Under these conditions 
this conclusion can be drawn. At 
least a reversal point in a bear mar- 
ket has been reached and a further 
recovery of the ground lost since 
August should only be a question of 
time barring unforeseen political or 
economic upheavals. 





Dow Chemical Co. 





(Continued from page 370) 


benefit which the company has re- 
ceived from these expenditures. 

For the first time Dow has re- 
ported on a consolidated basis, and 
included in the figures are results of 
the three oldest subsidiaries, Dowell, 
Inc., conducting a service for shoot- 
ing oil wells with acid to increase 
production; Io-Dow Chemical Co., 
producing iodine on the Pacific 
Coast; and the Midland Ammonia 
Co. All of these subsidiaries, how- 
ever, have been paying dividends to 
the parent company for the past 
several years. The exception to this 
has been the inclusion in the con- 
solidated report of the Cliffs-Dow 
Co., which has been operating at a 
loss during its development period, al- 
though sources close to the company 
expect to announce extensive devel- 
opments in the field of cellulose and 
wood products chemistry in the com- 
paratively near future. Dow Chem- 
ical did report for the fiscal year to 
May 31, 1937, a net profit amount- 
ing to $4,089,113, equal after all in- 
terest charges, and dividend charges 
on the preferred stock to over $4 a 
share on 945,000 shares of common 
stock. In our opinion, indications 
are that the present wide margin of 
protection for fixed charges will be 
maintained in the fiscal year ending 
May 31, 1938. The annual interest 
requirements are about $175,000, 
and this issue represents a prime 
investment medium, qualifying with 
a fair return at prevailing prices, 
which are approximately 114 points 
under the call price of 103. 
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Forthcoming Dividend 


7 
Meetings 
NAME OF COMPANY Time Date 
Am. Mach. & Fdy................... 3:00 Jan. 5 
Archer Daniels Pfd.*.................. 2:00 Jan. 5 
Atles Powder Pfd.................... 3:00 Jan. 5 
0 OS 9:15 Jan. 11 
eee 12:00 Jan. 5 
Celotex Pid. & Com.................. 11:00 Jan. 11 
0 LE. 2:30 Jan. 5 
Colum. Gas & El. Pfd................. 12:15 Jan. 6 
SI oasis soy awancscud 3:00 Jan. 12 
IN os oes. ws vas x oa 9:30 Jan. 12 
Co:n Exchange Bank. . 10:30 Jan. 5 
ETS een ene —— Jan. 11 
nn re 4:00 Jan. 6 
0 | es ee 9:30 Jan. 12 
| SS ene 12:30 Jan. 10 
Intersta. Dept. St. Pi d.*................ 3:00 Jan. 5 
Loew's, Pfd.*..... ‘sinksecveese ela & 
CS ee 12:30 Jan. 12 
Mcintyre Por. Mines* , ...10:00 Jan. 13 
Nash-Kely.*...... ; ....-—— Jan. 11 
N. Y. Airbrake*. . : .....——— Jan. 12 
Sharp & Dohme... 00 oe Ge 7 
Union Oil of Calif.*.. ....10:00 Jan. 10 
Walgreen Pid. & Com sesrcce OD fo 60 
Woolworth...... ...10:00 Jan. 12 


* Probable Date. 
All meetings are on common stock unless other- 
wise noted. 
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continue, making for a firm high 
grade bond market and establishing 
as favorable a market setting for cor- 
porate financing as could be desired. 

If, as a result of rising bank invest- 
ments and static loans, or of rise in 
both investments and loans, we see 
an expansion of total bank credit 
over the next three months, it will 
be a logical assumption that there 
are to be better business and mar- 
kets ahead—if not promptly, at least 
by the second half of the year. One 
can rest assured that, so far as lies 
within its power, “money manager” 
policy at Washington will be aimed 
at producing an expansionist bank 
credit trend. To this end, by no 
means all of the possible cards have 
been played. Next November there 
is an election of crucial importance 
to the New Deal, to all members of 
the House of Representatives and to 
one third of the members of the 
Senate. 

The nearby outlook for raw mate- 
rial prices appears hopeful, following 
nearly two months of stability at a 
level slightly above the 1937 low. 
Aside from some early replenishment 
of inventories, however, the outlook 
for raw material markets will depend 
mainly on the trend of industrial 
production and the opinion of busi- 
ness men regarding the future pro- 
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duction potentials. Industrial vol- 
ume is the biggest variable in the 
demand side of the raw materials 
picture. Barring a major war or a 
turn at Washington to a dynamic 
fear inflation, it is to be doubted 
that we will see any repetition of the 
commodity boom of late 1936 and 
early 1937. Supply—either existing 
or readily available—appears ade- 
quate to preclude any such happen- 
ing. 

What we need in the way of a 
favorable price factor, helpful to 
sound expansion of production, is 
stability of the general price level 
and a trade-stimulating balance of 
price relationships. We had exactly 
this in the most prosperous decade 
we ever witnessed. The disparities 
that exist today between farm and 
raw material prices on the one hand 
and prices of finished goods on the 
other are not of major importance, 
and would be subject to easier cor- 
rection by a business recovery than 
by either further deflationary adjust- 
ments or by any form of Federal in- 
tervention beyond the usual and in- 
evitable subsidies to the farmers. Be- 
cause of high unit labor costs, it 
would be difficult—and undesirable 
—to deflate prices of finished goods 
down to the level of raw materials. 
There is no reason why a recovery in 
business could not lift raw materials 
back into line with finished goods, 
following which the best thing that 
could happen would be protracted 
stability in both. No business spurt 
founded on a speculation in prices 
has ever advanced the real welfare 
of the country one whit. The physi- 
cal volume of the goods and services 
provided for our people is the big 
thing; and the whole story is that we 
haven’t enough of them and never 
have had. Inadequate attention has 
been accorded this fact in the polit- 
ical efforts of recent years to reshuffle 
existing income and wealth. That 
no doubt is one of the reasons why 
the New Deal recovery proved both 
inadequate and temporary. 

We are foregoing our quarterly 
forecast of the outlook for a score or 
so of individual industries usually 
presented at this time for the reason 
that such individual prospects at 
present are overshadowed by coming 
developments in Congress and by 
the credit trend. The limited num- 
ber of industries which this publica- 
tion regards as being in the most 
favored position are discussed in a 
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special article starting on page 341. 

As is well known, the Roosevelt 
Administration’s hopes are concen- 
trated chiefly on housing and on rail 
and utility equipment as activities 
capable of setting the pace in re- 
newed general recovery. This is 
logical, since all three are depressed 
fields in which theoretical potentials 
are enormous. More liberal FHA 
mortgage terms will be of some help 
to building. A freight rate increase 
would be of some help to the rail 
equipment industry. A permanent 
settlement of the differences between 
the New Deal and the public utilities 
would certainly stimulate demand 
for electrical equipment. 

But, unfortunately, the New Deal 
mind is given to essentially mechan- 
ical remedies. It is searching for 
devices and gadgets by which recov- 
ery can be induced—without any 
real retreat from the philosophies 
and methods that have brought us 
to our present unpleasant state. 

What the American system of 
capitalism most needs is a diet of 
confidence, and relief from the ex- 
citements and uncertainties of op- 
portunistic political experimentation 
on its already thoroughly scarred 
and battered body. Thus far, all in- 
dications suggest that if such relief 
is to be had, it is more likely to come 
from Congress than from the White 
House. 

However, politics or no_ politics, 
the country is pretty thoroughly de- 
flated; and the record of depressions 
back to the Civil War suggests odds 
of about 10-to-1 against aggregate 
business activity declining materially 
under the 80 per cent of normal 
level. We are in that area now. On 
the whole, we are hopeful for 1938. 
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more than 12,000,000 barrels of cem- 
ent for Grand Coulee, to be deliv- 
ered over a period of years, brought 
identical offers of $2.70 a barrel. 
When the first batch was rejected, 
and the government suggested it 
might build its own plant, a second 
invitation saw the original proposals 
reduced by 75 cents a barrel. 

These items are the principal re- 
inforcements of the government’s 
complaint against the Cement Insti- 
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tute, whose members produce 95 per 
cent of cement made in the United 
States. Defendants’ lawyers main- 
tain that the similarity in bids is ex- 
plainable on other grounds than col- 
lusion or conspiracy, but you can’t 
make Homer S. Cummings believe 
it. It is the existence of such condi- 
tions which leads him to say: “Com- 
petition, as a restraining influence, is 
being gradually displaced and, in 
large areas, remains only as a sha- 
dowy reminder of conditions that 
once existed.” 

F. T. C. is striving desperately for 
admission of guilt and a stipulation 
on the part of the cement compa- 
nies. If successful in obtaining a 
plea, it will be utilized as a precedent 
in contemplated proceedings against 
other manufacturers of building sup- 
plies, where the same system is un- 
derstood to prevail. More important 
even than its possible use as a wea- 
pon against other corporations, how- 
ever, will be the capital FDR will 
make of it when he submits a mes- 
sage on monopolies to the present 
session of Congress. 

Although the commission’s chair- 
man complains annually to Congress 
of a shortage of funds and personnel 
to carry on the regular routine, Mr. 
Roosevelt’s demand for a monopoly 
hunt has been given a clear track. 
Some sort of a report will be pre- 
sented to him before Congress ad- 








journs for the summer, and he will 
probably make it the basis for a 
renewed charge that industry’s greed 
for profits accounts for the present 
recession. He will also turn it over 
to the Department of Justice with 
the recommendation that its finding 
may justify legal action on corporate 
fronts not now covered by Uncle 
Sam’s cops. Thus the present ex- 
citement may be only a flurry by 
comparison with the hullabaloo that 
lies ahead. 

While the F. T. C. proceeds against 
the nation’s builders of homes and 
purveyors of food the Attorney 
General heads a parallel offensive 
against the men who have made 
America’s low-priced automobile the 
wonder of the world—Ford, Chrys- 
ler, General Motors and dealers in 
gasoline. Ironically, with the possi- 
ble exception of the home-builders, 
the industries on the spot are those 
which provide the American people 
with an article unmatched in price 
or excellence in any other country. 
The answer appears to be that there 
are no other establishments whose 
size alone entitles them to such at- 
tention. Sizable rivals as the private 
utilities and the Aluminum Company 
of America have long been the ob- 
jects of governmental attack. 

The Cummings-Geiger clash sug- 
gests that the government will resort 
to extreme methods to obtain a con- 





viction (though it has not yet pro- 
duced an indictment), or a consent 
decree against the Ford, Chrysler 
and General Motors financing com- 
panies. Lawyers may split hairs 
over the propriety of the Attorney 
General’s criticism of a federal judge 
whose ruling he did not like, but here 
are certain essential and significant 
facts which many people missed: 

While Assistant Attorney General 
Russell Hardy was seeking an indict- 
ment before a federal grand jury at 
Milwaukee, Assistant Attorney Gen- 
eral Jackson was negotiating with 
defendants’ lawyers for a consent de- 
cree that would have been hailed as 
a tremendous triumph. Judge Geiger 
got wind of the proposed deal, and 
Mr. Cummings heard that the jurist 
deeply resented the behind-the-doors 
dickering. 

It appeared to him that the gov- 
ernment was scheming to use his 
court and his grand jury as a wea- 
pon for forcing the automobile men 
to plead guilty. Thereupon Mr. 
Cummings announced—on Decem- 
ber 8—that he would never agree to 
acceptance of an out-of-court plea, 
but would press for indictment and 
conviction. Judge Geiger immedi- 
ately dismissed the grand jury before 
it had time to return its already 
voted indictments, thereby forcing 
the department to start all over 
again and provoking the Attorney 
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Air Reduction. . $1.00° Q 
American Brake. . 1.40 —_— 
American Com. Al. .50 ~ 
American Roll. . bine » ptd 4.50 Q 
Bank of N.Y... 14.00 Q 
Belding Hem. . 25 
Bellanca Air..... .50 - 
Bulova Watch. ¢ 4.00 Q 
Capital Admi. Pfd. “‘A" 3.00 Q 
Chemical Bank. . 1.80 Q 
Chi., Burl. & Quincy 2.00 
City Invest....... 1.00 
Columbia Pict. . . 1.00 Q 
Cons. Air. . 50 
Cons. Copper. .. 12% 
Continental Ins m 1.60* S.A. 
Detroit Ed...... 2.00 
Dome Mines. . . ‘ 1.00 
Electric Auto... .40 
Endicott Johnson ; 3.00 Q 
Federal Lt. & Tr 1.00 
Florsheim Shoe “Ss 25 
Gray Telep 1.00 Q 

fumman Air 25 . 
Harris-Sey.-Pot 5.00 Q 
Homestake 4.50 M 
Horn & Hardart ‘ 6.00 Q 
Indust. Rayon a3 
Inter. Baking. 5,00 Q 
Inter. Hosiery ae 
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Intertype.............. 
12/31 1/15 Island Creek C......... 
12/20 2/24 Island Creek C. pid 
12/21 2/24 K 
12/28 1/15 Kinney pid 
Kresge Dept. pfd 
12/24 1/3 L 
Ve, 1/31 Lehman Corp 
12/22 12/27 
12/20 ti MacAnd. & Forbes 
MacAnd. & ‘te - 
12/20 173 McGraw-Hill... . . 
12/20 7.3 
12/18 12/28 National Bronze 
12/27 1 
12/22 1/ 3 Pac.-Am. Fish. . 
12/20 12/27 Pac. Gas & El 
12/20 12/24 Paramount 1st pid 
12/31 1/10 Paramount 2nd pid 
Parke Davis 
12,27 1/15 
12/31 1/30 Sears Roebuck . 
‘ou. N. E. Tel... 
12/21 12/27 Symington Gould 
12,24 1 
Translux Corp... . 
12/23 12/27 Twin-Coach 
12/23 1/3 
U.S. Foil A & B 
12/31 1/15 United Stkyards 
12/21 12/27 Universal Leaf 7 
12/20 1/3 Waltham Watch “B" 
12/20 12/24 Wrigley + 
12/21 1/3 M—Monthly. 
*—Including extras. 
12/20 1/3 t—Allso stock. 
12/22 12/27 X— Extras 
12/20 12/24 


Stock 
Rate Period of Record Payable 
$.20 - 12/22 12/27 
50 - 12/24 12/29 
6.00 12/29 1/3 
1.50 12/22 12/27 
4.00 Q 12/31 1/10 
1.00 Q 12/24 ie 
2.50* Q 12/31 1/15 
6.00 Q 12/31 1/15 
15 1/4 1/14 
1.50 12,20 12/24 
1.20 Q 1/3 1/15 
2.00 Q 12/31 1/15 
6.00 Q 12/21 12/28 
.60 Q 12/21 12/28 
50 12/22 1/3 
2.50 x 12/28 1/20 
8.00 Q 12/31 1/15 
a3 12/31 1/18 
10 12/21 12/24 
.40 12/20 12/24 
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.50 Q 1 1/15 
1.50 x 12/23 12/28 
2.00 12/20 12/27 
25 M 12/20 1/3 
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General’s amazing accusation against 
the judge. 

Paradoxically, the attack on the 
Ford and Chrysler link-up with the 
financing companies — Commercial 
Investment Company and Commer- 
cial Credit, respectively—threatens 
to destroy the economic balance 
rather than readjust it. For one 
thing, the manufacturers are en- 
abled to sell their cars cheaply partly 
because of the profits they receive 
from financing charges. If forced to 
divorce the two branches of the in- 
dustry, they may have to jack up the 
prices for their popular product. 
There is the further fact that stock 
in the financing corporations is pub- 
licly owned, and the holders would 
suffer from too drastic action against 
the companies whose operations pay 
the dividends. 

The oil prosecutions at Madison, 
Wis., where twenty-odd mid-western 
companies are on trial under charges 
of artificially fixing tank car prices 
of gasoline, apparently heralds a gen- 
eral offensive on this sector. Where- 
as that involves Standard Oil of In- 
diana, it is understood that the gov- 
ernment will soon proceed against 
numerous Atlantic seaboard corpora- 
tions embraced in the sphere of op- 
erations of Standard Oil of New Jer- 
sey. The department is making a 
simultaneous investigation of charges 
that Standard Oil of California has 
violated the provisions of a consent 
decree entered into some time ago. 
Privately the D of J-men confide 
that, in their opinion, violations have 
been so frequent and glaring as to 
necessitate an entirely new action 
against the coastal group. 

It may be an unfair imputation 
against these Rooseveltian slayers of 
the dragon of monopoly, but the im- 
pression deepens among informed 
observers that bigness rather than 
badness has become the crime of the 
corporations. One by one the na- 
tion’s most prolific promoters of pro- 
duction and prosperity under a phil- 
osophy of high wages and low prices 
have been commanded to stand and 
deliver. Even assuming that Amer- 
ica’s industrialists have not always 
been inspired by the Sermon on the 
Mount, it seems that a violent and 
indiscriminate destruction of a sys- 
tem which has provided comfortable 
homes, cheap cars, inexpensive food 
and poor man’s gas prices is hardly 
the way to inspire recovery—eco- 
nomic or political. 
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which she will have to rebuild. In 
the manner of the Orient, she has, 
throughout, endeavored to build up 
face for herself in her own country, 
in China and in India by her bold- 
ness in slapping the faces of the 
great powers, in an endeavor to rise 
on the ashes of their prestige. There 
are many who believe that she de- 
liberately affronted Russia, and 
killed her soldiers in the Amur River 
incident last summer, to impress the 
Orient with her contempt for the 
Soviets. And for the same reason 
she is thought to have intentionally 
attacked the British Ambassador 
several months ago. Similarly she 
boldly threatened to invade and 
conquer Indo-China, if the French 
continued to concentrate war mate- 
rials and supplies in that area, on the 
ground that it appeared that they 
were preparing to take action 
against her! And, finally came the 
Panay incident to belittle the United 
States. 

Drunk with recent victories Japan 
wanted to show the Asiatics that 
every nation was afraid of her. Her 
profuse apologies, her willingness to 
concede to all our demands was due 


only to her realization of the hay 
we could cause with her plans. 7 

The matter was admirably hang 
dled by our State Department. 
fact, our foreign policy has been um 
usually fine under the Roosevelt Ads 
ministration. The United States hag 
not had such prestige since the clos¢ 
of the World War. Now, more tha 
ever, do we need to exercise thé 
greatest caution and wisdom t@ 
maintain respect for the United 
States, check Japan, and prevent) 
ourselves from being involved in @ 
way not compatible with the inter 
ests of a free people. 
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Front i 
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international unions show gains, 
The number of local unions is in] 
creasing. 4 

Generally speaking the leaders 
bear Mr. Lewis no bitterness. He? 
has, it is admitted, helped revive) 
the union spirit. Some generously) 
term him “our best organizer.” 

The man to watch in the A. FJ 
of L. is a chunky little fellow with an™ 
amazing capacity for work, and a) 
good speaking voice. 

His name is Woll, and he does not 
want to be president. 
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Quotations as of Recent Date 


Asked 
American Book Co. (4)............ 55 
American Hardware (*1.25) 221 
Columbia Baking (.25) 51% 
Crowell Publishing Co. (3).......... 33 
Dictaphone Corp. (16) 4212 
Draper Co. new (*2.75) 
Mercke Co. (*1.75) 
National Casket (4) 
Ohio Leather (11.20) 
Scovil Mfg. (11.50) 
Singer Mfg. Co. (*16) 
Trico Products (*3.871/4) 
Wilcox & Gibbs (.50) 


PUBLIC UTILITIES 


Alabama Power Pfd. (7) 

Carolina Power & Light Pfd. (7) 
Central Maine Power Ptd. (7) 

Dalles Power & Light Pfd. (7) 

Jersey Central Pwr. & Lt. Pid. (7).... 
Kansas Ges & Electric Pfd. (7) 

Kings Co. Ltg. Pfd. (7) 


PUBLIC UTILITIES—Continued 
Bid 
Long Island Ltg. Pfd. ““A" (3.50).... 39% 
Metropolitan States Pwr. Pid........ 14 
Nebraska Power Pfd. (7) 
New Orleans Public Serv. Pfd....... 501% 
Nor. States Pwr. Pfd.(7)........... 71 
Pacific Power & Light Pfd.(7)....... 52% 
Tennessee Elec. Power Pfd. (6) 48%, 
Tennessee Elec. Power Pid. (7)...... 54% 
Texas Power & Light Pid.(7)....... 99 
Utica Ges & Elec. Pfd.(7).......... 73 


TELEPHONE & TELEGRAPH 


American Dist. Tel., N. J. (5) 
Emp. & Bay State (4) 
Mountain States Tel. & Tel. (8) 
N. Y. Mutual (1.50) 
Peninsular Telephone (*2) 
Southern New England Tel. (8) 
* Includes extras. 
t Paid this year. 


. 145% 





When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








